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-LETTERS- 


Rosenberg On Assigned Receivables 


Srrs: Referring to your issue of May, 1934, on Page 17, we 
notice an item headed ‘‘Assigned Receivables” which is evidently 
an excerpt from some case adjudicated by one of our courts. We 
would appreciate it if you could refer us to the citation where this 
decision may be found, in order that we may further consider 
the matter. 





Harry E. Rippte, Trust Officer, 
Peoples Bank of Bloomington, Bloomington, III. 


NOTE: This is the case of City National Bank of Beaumont, Texas, v. Zorn 
in re O'Neal Furniture Company, reported in advance sheets of Vol. 68, Federal 
Reporter, 2nd series, Page 566. 
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What the Customer Wants to Know 


Stns: I have read your article on the subject of “Statements 
Your Customers Understand” with a great deal of interest, and 
follow it up to a certain point. I do think the thing can be carried 
entirely too far. For example, I have seen one or two bank 
statements of the sort which itemize in detail the list of the bank’s 
securities. I suppose all of us have had sad experience with the 
good friend of the bank who in the past bought securities because 
some salesman indicated to him that the bank in which he had 
confidence was carrying the same securities in its portfolio; and 
who, when the market went off, was apt to feel that the bank owed 
him the amount of his loss. Publication of a detailed list of 
securities in a bank’s statement is apt to be construed by its 
friends as a recommendation for the purchase of those particular 
securities. I feel, too, that it is a mistake to set one’s self a prec- 
edent of being too frank. After all what the customer wants to 
know is whether his bank is solvent, and whether it is liquid. The 
statement that gives him this picture in the way that he can 
understand is a good statement from his standpoint. 

M. H. DEarporrr, Vice-president, 
Warren Bank and Trust Company, Warren, Penna. 
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More Light Wanted on Code Charges 


Sirs: Our institution has been receiving The Burroughs 
Clearing House magazine for a number of: years, and we have 
been following the articles with keen interest. It is my pleasure 
to advise you that the series pertaining to service charges, in 
recent issues, have been of particular interest and importance. 
This letter is for the intention of encouraging the continuation of 
articles on this subject as the exchange of opinions and experiences 
has an exceptional value. 

Max J. ScHNEIDER, President, 
The National Safety Bank and Trust Company, 
New York City 


Sirs: As a regular reader may I compliment you on the 
splendid material your issues have carried during the past several 
months in connection with account analysis at service charges. 
Mr. John J. Anton’s article, appearing in the April issue, ‘Fair 
Codes for Service Charges” is in my opinion a very definite 
contribution to this more or less unexplored field. 

S. L. WANDELL, Auditor, 
The Wyoming National Bank, Wilkes-Barre, Pa. 


Sirs: “Director Clutchbill” of the “Ferndale National” has 
always been able to size up situations as they arise and make his 
decisions on what to do and then, above all else, carry them out. 

Now, as we all are having mental convulsions trying to evolve 
sets of Service Charges and an Analysis Procedure to conform to 
the requirements of National Bank Act of 1933 and the Bankers 

ode of Fair Competition, I think it would be most illuminating 
and interesting to hear just what “Director Clutchbill” is doing 
in this matter. 
R. W. Cusuman, Manager, Analysis Department, 
The Barnett National Bank, Jacksonville, Florida 
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Training and Service for Bank Employees 


oT Sirs: We are glad to send you a copy of our new report, 
‘taining and Service Provisions for Bank Employees.” In it 
are discussed employee training and service provisions of sixty 
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banks. It is the result of a survey made by the Policyholders 
Service Bureau during which these banks generously contributed 
information concerning their employee training and _ service 
activities. We should be pleased to supply copies to any of your 
readers who may wish to review the report itself. 
Wi.uiamM J. BARRETT, Manager, 
Policyholders Service Bureau, 
Metropolitan Life Insurance Company 


NOTE: This is a survey conducted among sixty of the leading United States 
and Canadian banks covering such subjects as Training and Education, Group Meet- 
ings, The Use of Manuals, Staff Magazines, The A. I. B., Health Measures, Vaca- 
tions, Recreational Activities, and Employee Clubs. It is sent without charge. 
Please address requests to The Editor, The Burroughs Clearing House, Detroit, Michigan. 
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Until the Well Runs Dry 


Sirs: The old adage that one never appreciates the water 
until the well runs dry certainly can be — to the constant 
reading of a good magazine... A hearty thank you for each and 
every copy of The Burroughs Clearing House. appreciate this 
little magazine far more than any other reading material which | 
have on my desk, and believe Be me, it is read from cover to 
cover each month. Would you kindly change the address? 

DonaLtp H. ALLEMAN, Cashier, 
The Republic Banking Company, Republic, Ohio 





¥ From a forwarder of export merchandise comes a letter: “Quite a 
few manufacturers . . . have to write a separate letter for each draft and 


turn overs documents with the necessary instructions. We found your 


3° 


system much simpler and more efficient . 
Not only in foreign trade transactions, but in all banking fields, 
efficiency rests on experience. And out of the time-tested experience 
of Ohio’s largest national bank, together with the confidence which it 
engenders, have sprung new correspondent relationships, newly widened 
responsibilities in all banking activities. 
We invite inquiries from any who have occasion to use correspond- 


ent banking facilities in the Cleveland area. 
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Are the new banking laws and 
regulations operating toward 
an elimination of competition 
between banks? Many bankers 
think so... Are they right? 


—This article is an answer 


by 
HORD HARDIN 


Vice-president, Mississippi Valley Trust Company, 
St. Louis, Missouri 








Many conferences are being held and many 
questions asked about the future of banking 


(COMPETITION 
Under the New Deal 


S this is written, nobody knows exactly what the 
banking codes will contain or in what form they will 
eventually be approved. But for the purposes of this 

discussion, their final form is unimportant. It seems 
apparent that there will be codes, that they will standardize 
loa greater or less degree many of the services and charges 
of banking. Likewise we now have deposit insurance in 
the present form, with every indication that it will continue 
with us for more than a year in this form. Much of the 
individual quality is therefore indisputably taken away 
fom each banking unit. 

Many bankers, however, are going farther than this, 
aid are saying that the changes brought about by the 
banking act and the inauguration of the codes have 
tmoved the competitive element from banking. This 
‘trikes me as a wholly unjustifiable conclusion. On the 
‘ontrary, it seems certain that the codes will intensify 
competition among banks rather than lessen it. Let us 
00k at the facts and see whether this is so. 

In the first place, the broader the front in any form of 





competition, the less intensive will be the competition. 
When two banks in a community are entirely free to 
operate as they please, restricted only by broad considera- 
tions of safeguarding their funds, they inevitably assume 
widely varying characteristics. Everybody has seen this 
during bygone years. One bank got most of the large 
borrowing accounts because it specialized in commercial 
affairs. Another bank, with an exceptionally developed 
bond department, attracted a disproportionate share of 
the business of investors and of financial houses with which 
it did a merchandising business. It gradually took on 
most of the community’s collateral loan business and the 
deposit accounts accompanying this class of trade. And 
while the two banks competed for new business, the 
competition was not notably brisk. 

Now we approach the moment when security affiliates 
must be divorced and bond departments restricted. 
Inevitably the second bank sets out to replace this business 
with commercial borrowing accounts. And the competition 
is on in earnest where previously it was all very casual. This 
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is a change brought about by the 
banking act. 

Or consider the situation in a 
smaller town, where one bank — usually 
long established—held most of the 
larger accounts by reason of its 
reputation for conservatism and its 
general atmosphere of security. A 





The banker who is counting 
*on decreased competition 
in view of codes and other re- 
strictions is due for a surprise. 





second, newer bank carved out its 
place by aggressive business-getting 
activities, coupled with a willingness 
to loan rather more liberally than its 
staid competitor. Under the old 
set-up each had its class of business 
and did not get into the other fellow’s 
field. Now, with deposit insurance, 
the bulk of all deposits in both banks 
is 100 per cent covered by the guaranty. 
The aggressive younger bank will 
certainly take advantage of this new 
situation to go after the more con- 
servative accounts of the town. Unless 
the older bank is willing to stand by 
and lose business, it must go after 
some of the other type of accounts, 
perhaps by materially liberalizing its 
ideas of commercial credits. This 
seems to me as plain as a-b-c. 

It must be that the codes will have 
the same sort of effects. By present 
indications, the codes will standardize 
methods of account analysis in the 
community, and likewise force the 
debiting of out-of-pocket expense. The 
bank which previously chose to ignore 
some obvious expenses and, in effect, 
charge them up as new business 
expense, will now have this course 
closed. Hence it will have to hustle 
out after business on other grounds, 
which are certain to lead them straight 
into the bailiwicks of the other institu- 
tions. No, I think that the banker 
who is counting on decreased competi- 
tion in view of codes and other restric- 
tions is due for a violent and jarring 
awakening. He will find that much 
of the talk about this has been mostly 
talk. 

The banker who foresees the impend- 
ing competition and gets set for it is 
going to profit at the expense of the 
banker who complacently assumes 
that competition is about to die a 
natural death. Now is none too early 
to set about the business of getting 
ready for the new competition, to 
avoid loss and to make gains if they 
are within reach. It is a good time to 
survey the entire banking operation 
and to take a look ahead. 

On what basis can a bank expect 
to get business in future, as contrasted 
with the past? Well, in the first place 





we must consider loaning. No two 
banks under different managements 
will ever exactly coincide in their ideas 
of what constitutes a desirable loan. 
And loaning, never forget, is the most 
fundamental element in commercial 
banking with the possible exception of 
deposits. 

Whenever two bank credit men 
consider the same loan, their conclu- 
sions will vary in some respects. On 
the top quality of loans these variations 
will be unimportant, but as_ they 
approach the more marginal types 
(which at present are about the only 
commercial loans available) their dif- 
ferences of judgment will be increas- 
ingly significant. 

It may be inserted that this very 
difference in loaning policies alone is 
one factor that will inevitably main- 
tain the competitive status of banking. 

The bank which is getting ready for 
the new competition may well stand 
back and survey its credit policies 
and methods from as much perspective 
as possible. Is the bank inclined to be 
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a littke more than necessarily con- 
servative on some types of loans? Are 
unfortunate experiences of the depres- 
sion years prejudicing its policies in 
respect to loans which are today con- 
siderably safer than they were in 1929? 
Is the bank biased against some 
particular industry, perhaps because 
of a tradition which had its start a 
quarter-century ago when a loaning 
officer, since gone to his reward, made 
a bad guess and took it out in entirely 
human fashion by blaming an entire 
line of business instead of his own poor 
judgment in a single disastrous in- 
stance? On the other side of the 
medal, is the bank perhaps lopsided 
in its partiality to certain lines of 
business and thereby inclined to slight 
others which might be just as desirable 
borrowers? These are some of the 
questions which a bank’s executive 
officers might well ask themselves in 
respect to this most important single 
activity of the bank. 

Then there is the question of person- 
alities. The flavor of no two banks 
will ever be identical, simply because 
each bank is made up of individuals 
who are entirely different. We are all 
of us, I often suspect, inclined to ascribe 
too little importance to personalities 
in the development of any kind of 
business. 

Let me ask you a personal question: 
Why do you carry your large corre- 
spondent balance in the Jones State 
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Bank instead of in the Smith National? 
Their reputations are about on a par, 
there is little difference in their state. 
ments, they give approximately equiva. 
lent correspondent service. If yoy 
answer this question honestly, the 
chances are that it devolves into per- 
sonalities. You always liked Mr, 
Jones; you like his son who now heads 
the bank. Or perhaps it is negative, 
that you never liked Mr. Smith 
because he could not remember your 
name. Even more remote from the 
actual merits of the two institutions, 
it may very well be that the new 
business representative of the Jones 
State was a likeable or confidence- 
inspiring fellow, while the man from 
the country banking division of the 
Smith National was colorless or an- 
noyed you slightly. This generaliza- 
tion about correspondent balances is 
reinforced by personal observation 
that often a man who clicks with 
country bankers will bring in three or 
four times the accounts of his prede- 
cessor in the territory, who was every 
whit as good a man except in being 
likeable. I could write several pages 
about this matter of personality and 
its influence on business. 


ON the official staff of many a bank, 

some officer who has indigestion and 
is accordingly grouchy is so placed that 
he meets most of the prospective cus- 
tomers who enter the bank. Probably 
he is an excellent credit man. Why 
not, then, move him to a desk where 
his particular talents will be employed 
to the full and where his digestive dis- 
orders will not cost the institution 
several attractive new accounts per 
week? No doubt there is another 
officer entirely competent to decide on 





No two banks will ever be 

* identical, simply because 
each bank is made up of indi- 
viduals who are vastly different. 





new accounts and at the same time 
possessed of a wholehearted liking for 
his fellow men, which liking shows up 
in his handshake and his welcoming 
smile—and also in the proportion 0! 
prospective customers who presently 
find themselves writing on signature 
cards! 

This same thing applies to employees 
who meet the public; first mention was 
made of officers because often when 4 
banker sets out to assure the public 4 
hearty welcome he forgets all about 
the officers’ platform in his zeal to 
reform the tellers’ windows. Of course 
it is important to have friendly, 
courteous people at the points where 
they meet the public. In respect t0 
small accounts, savings accounts, a? 
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CLEARING HOUSE 


so on, the employees are far more 
important than the officers because 
small customers seldom have business 
with the officers while they regularly 
and frequently transact their personal 
financial affairs with tellers and state- 
ment clerks and vault custodians. 
Obviously, a great deal can be accom- 
plished both among the officers and 
the employees by letting it be known 
that the bank’s management is deter- 
mined to have courteous, friendly 
contacts at all times with all cus- 
tomers. And if the bank goes to the 
trouble of actually instructing its 
people in how to be courteous and 
friendly, the desired result is just so 
much more likely of attainment. 

Every bank man can think back 
over his experience and recall numerous 
incidents of how this matter of 
courtesy, or the lack of it, has been 
the deciding factor in influencing a 
customer for or against the bank. 

Then there is the whole large subject 
of service—not the vaguely general 
service so glibly discussed by after- 
luncheon orators, but the services 
which a bank renders its customers in 
the ordinary transaction of their bank- 
ing business. For example, the speed 
with which a transit department func- 
tions is of major importance to the 
commercial customer with a large 
volume of out-of-town receipts. Speedy 
srvice cuts down his float, and his 
float makes a great difference in his 
account analysis at the end of the 
month. 

The bank with a transit depart- 
ment that is highly developed to get 
the last ounce of speed out of the mails 
rally has something to offer a cus- 
tomer of this type. And I seriously 
doubt that the time will soon arrive 
when some one bank in a large com- 
munity cannot develop this and a 
dozen other important services to a 
degree of efficiency surpassing that 
common to its competitors. Under 
such circumstances, the highly devel- 
ped institution gets the business of 
those wise treasurers who know what 
to look for and how to make sure that 
they obtain it. 

Then there are the special arrange- 
ments which may be worked out by 
ilert bank operating men to meet 
pecial conditions. For instance, con- 
der the large oil companies which 
compel their service station managers 
lo keep not more than $20 till money, 
and whenever the cash on hand gets 
0 above this to put the cash in an 
nvelope, write the amount on the 
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*the new competition may 
Well stand back and survey its 
credit policies. 
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A second, newer bank carved out its place by aggressive business-getting 









activities coupled with a willingness to loan rather more liberally than 
its staid competitor 


envelope and in a register, and drop 
the envelope in a safe for the money 
truck crew to open and haul to the 
bank. Such a regulation may mean 
more than a dozen separate items 
from each station each day —a back- 
breaking volume for the receiving 
tellers unless some simplified routine 
is developed to lighten the load. Some 
banks have worked out these special 
jobs in co-operation with the customer 
so that the burden is tremendously 
reduced, with corresponding savings 
to the customer. This is competition 
of the constructive type, and _ its 
possibilities are unlikely to be seriously 
affected by any code regulations to be 
adopted. Every large institution has 
dozens of such problems to which it 
can turn its best operating brains, 
with corresponding advantages to the 
deposit and earnings totals. The more 
a bank gets into these problems the 
more it will discover constructive 
leads to new business. 

In our own institution we have been 
doing some experimental work along 
new business lines to make it easier 
and more natural to have close at 
hand a specialist of this or that type 
who can take a hand when a good 
prospect comes into the bank to 
transact some other class of business. 
Some of these experiments have been 
working out remarkably well —so well, 
in fact, that we wonder why we never 
thought of the ideas before now. And 
to wonder why no other bank has, to 
the best of our knowledge, ever done 
them. It seems to us that this field 
will stand a great deal of development. 

Another respect in which better 


procedures may be worked out is 
possibly in the entire set of appeals 
for getting new business. Some banks, 
squarely facing the fact that deposit 
insurance has taken from them their 
lifelong advantage of popular belief 
in the superior security they could 
offer, have turned to different sales 
arguments and newer advertising 
appeals —and have found these many 
times more effective than the old ones 
ever were. 

At a fair guess, most of us could 
improve our selling effectiveness by 
devoting to it a fraction of the intelli- 
gence and energy that we expect our 
commercial customers to show in sell- 
ing their merchandise and services. I 
look for great strides in this division 
of banking during the next few years, 
and feel sure that the bank which 
leads off in its community will gain an 
advantage which its competing insti- 
tutions may never successfully over- 
come. 

It would be possible to continue in 
this vein for an indefinite number of 
pages. But this seems entirely unneces- 
sary. If the point has not been made 
by now, then making it is beyond my 
powers. 

The codes and the new banking laws 
will not abolish nor even decrease 
competition. Unavoidably they will 
intensify it. And the bank which 
first comprehends this and then takes 
the intelligent initiative which is 
indicated will have reason for many 
years to rejoice that it did so. Particu- 
larly will this be true when it comes 
time to mail out the quarterly divi- 
dend checks! 


An air-view of Detroit, looking north from the Detroit River 


Re-establishing 
A Crrys Crepit 


How Detroit broke a tax strike 


AN tax strikes be broken? What 
C hope is there for a city whose 

credit has been impaired by the 
depression? These questions are of 
more than academic interest to bankers 
for a number of reasons. 

Foremost perhaps is the long list 
of municipal issues in default with 
little prospect of re-establishment on 
the eligible list until local taxpayers 
dip down into their pockets. Almost 
as important is the problem of tem- 
porary or interim financing which 
banks are called upon to provide by 
taking up substantial blocks of war- 
rants or scrip when local public pay- 
rolls and other expenses must be met. 
Finally, in many communities, at least 
one leading banker is serving as city 
treasurer, as a member of a municipal 
finance committee, as chairman of a 
tax advisory board, or what not. 


by ARTHUR 
VAN VLISSINGEN, Jr. 


For all of these reasons, bankers have 
a substantial stake in tax collection as 
a workaday aspect of government. 
Bankers have suffered with the failure 
of taxpayers to pay their taxes. They 
have had major shrinkages in their 
municipal bond accounts —a situation 
which has only recently shown signs 
of righting itself as the municipal 
market works upward in anticipation 
of increased tax collections resulting 
from re-employment and a higher level 
of business prosperity. Bankers have 
been represented as lacking in public 
spirit because they have refused to 
invest their depositor’s funds in war- 
rants which might prove defective in 
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legality or lack the probability of 
prompt redemption. They have spent 
more time than they could afford in 
wrestling with their voluntarily as 
sumed responsibilities as quasi-public 
officials. If some method can be 
advanced which has shown promise In 
clearing up tax delinquency in any 
community, bankers stand to gall 
more thereby than almost any other 
single group of citizens. 



























ONE of the most encouraging develop- 

ments in post-depression tax collec- 
tion and credit rebuilding is that which 
has appeared in the City of Detroit. Like 
many another city, it had found itself 
in financial difficulties as the result of 
untoward circumstances. Its industries 
had suffered from the depression, wit 
a consequently high relief burden and 
a low percentage of tax collections —4 
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As a starter, a system was 
worked out for putting on a 
single 9x11 inch card the tax 
accounts bearing on each 
piece of real estate 
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situation aggravated both 
by an over-development 
in real estate such as was 
common in many other 
cities, and a shrinkage in 
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condition confronting De- 
troit was one of grave 
concern. To meet the 
situation, the city officials, 
the Detroit Bureau of 
Governmental Research, 
together with various 
committees of bankers and —~ 



















business men, as well as 
individual citizens, all co- 
operated to the fullest 
extent. Many conferences 
were held. The way out was not easy 
to find, but it was clear that two things 
of primary importance must be accom- 
plished, namely, taxes must be col- 
lected and the city’s credit must be 
restored. To begin with, there was 
hope that the skies would soon brighten 
for the city’s industries and for the 
unemployed. 

A factual study was undertaken of 
the problem along lines followed by 
well-managed business institutions 
when they find themselves facing 
difficulties. This study was conducted 
by first making a list of delinquent 
taxpayers. This was just a partial 
list of names that were selected pretty 
much at random. A fair cross section 
of this mythical John Citizen who was 
hot paying his taxes was sought. 

These taxpayers were then sum- 
moned to the City Hall—and they 
accepted the invitations. One by one 
they came and were asked to tell 
frankly why they had not paid their 
lax bills. They were questioned in 
friendly fashion but comprehensively 
to find out the whole truth. When this 
phase of the survey was concluded, the 
City Hall knew pretty conclusively the 
tfeasons why people were not paying 
their taxes, whether the delinquent 
happened to be a sizable industry or 
an unemployed assembly line hand. 
The City Hall found, not greatly to its 
Surprise, that many of the taxpayers 
could pay their bills if they really 
Wanted to. The tax strike it seemed 
had become fashionable. During the 
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depression people had fallen into the 
habit of hanging on to their money — 
even to the extent of hanging on to 
their tax money. Nor was anything 
serious happening to the people who 
did not pay their taxes. Some of them 
felt that it might not really be worth 
their while to part with their ready 
cash, since they could secure greater 
peace of mind by withholding it or by 
using it for other creditors who might 
be more insistent. 


TATISTICALLY the situation was 

far from satisfactory. In Detroit there 
are some 480,000 parcels of taxable real 
estate. Approximately half of these 
were represented by delinquent tax 
marks. Some of them had been delin- 
quent over a period of years, although 
the bulk of the delinquencies had not 
been great until the depression got 
under way. This information was 
obtained from the tax records. The 
records themselves, however, were not 
in such condition that this was an 
easy task. The information was in 
bulky bound books, one set for each 
year; a line to each unit of real estate; 
the books stored here and _ there, 
wherever space could be found for 
them. To ascertain the exact status 
of tax payment on a given parcel of 
land required a clerk to search through 
many books located in different 
places. 

Therefore one of the first moves was 
to revamp the tax bookkeeping system 
—a long-considered step that had the 
















The ‘‘Save Your Home”’ campaign 

was a masterpiece which might 

well be copied by almost any 
commercial advertiser 


hearty approval of the city’s treasurer. 
A system was worked out that pre- 
sented something new in municipal 
tax records. It called for putting on a 
single card the tax accounts bearing 
on each piece of real estate. 

These tax cards were headed up 
with addressing machine plates carry- 
ing the legal descriptions of the 
property and, in replaceable form, the 
name and address of the owner. By 
reference to the old tax books the 
city’s tax accountants found the delin- 
quent items, and transferred them to 
the new cards, using bookkeeping 
machines for the purpose. 

The record cards are nine inches by 
eleven inches in size and are similar to 
bank statement forms. Entries are 
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made for each year’s unpaid taxes, 
‘and as subsequent years are picked up 
from the old record books these are 
imprinted and the accumulated total 
carried out at the left-hand margin. 
Consequently there is a definite control 
on accuracy, and by running an adding 
machine tape of the old items thus 
picked up a definite proof of the 
accuracy of the work is established. 
The cards are filed in standard steel 
filing cabinets, behind index cards 
arranged in city blocks by wards. If 
special assessments are involved, these 
are carried on similar but distinctive 
cards directly behind the general tax 
card for the parcel. 

When payment is made in full or in 
part, this is entered with the same 
bookkeeping machines. The same 
proof methods are used, so that the 
city treasurer’s office is constantly 
kept under the same exact control as 
any department of a_ well-operated 
modern bank. If any inaccuracies crop 
up, they can be, and are, run down with 
the same precision as in good banking 
audit practice. 

As can be imagined, this has been a 
tremendous job, but the end is now in 
sight. And the treasurer’s office 
believes that it has the largest set of 
accounts under such control in any 
single office in the country. The 
modernization was essential as a pre- 
liminary, for it was obvious that until 


the records were put in immediately 


available shape any great influx of 
taxpayers would swamp the office — 


and consequently the movement would 


lose impetus before it could get under 
way. 


With this part of the job in hand, 
the next step was to set up reasons 
why the taxpayers should wish to 
rush in and pay their tax bills. An 
amendment to the city’s charter made 
it worth the while of the delinquent 
taxpayer to take some positive steps. 
By the terms of this amendment —in 
essence it was a temporary amend- 
ment, because it was so worded that it 
expired in five months —the real estate 
owner who came in before January 10, 
1934, to pay his taxes in full, up to and 
including 1932 taxes, could pay them 
for the original amount of the tax, with 
all penalties removed. 


‘THE delinquent taxpayer who failed 


to take advantage of these bargain 
rates was given still another chance. 
Up to April 10, 1934, he was offered 
what is called the “Seven Year Plan.” 
By its terms he was permitted to pay 
up the original tax plus the first year’s 
interest in semi-annual installments, 
over a maximum period of seven years. 
He had only to pay 5 per cent on the 
principal of his total delinquent taxes 
before April 10, 1934, plus the first 
half-year’s interest at the rate of 5 per 
cent per annum; the subse- 





quent semi-annual payments 
ranging eventually up to 10 
per cent of the principal, plus 








discount of 5%. 


The Seven 
Year Plan— 


If you can not pay up \\ ITT 
your back taxes now you | 


parts of the principal, 
ranging from 5% to 
10%, are to be paid be- 
fore April 10th and Oc- 
tober 10th of each year 
for the next seven years. 

Interest is charged on 
the basis of 5% per an- 
num on unpaid balance. 


in Full 


If you can now pay 
up your back taxes in 
full, you need only pay 
the original amount plus the first year’s interest and a 
small“ carrying charge.” The city will then allow youa 






may arrange to do so over a period of seven years in 
14 semi-annual installments, the first one—5% of 
total—to be paid before April 10th. Then, small 





SAVE - YOUR - HOME the steadily decreasing 
amount of 5 per cent interest 
on the unpaid balance. For 

Discount payment in full during the 
for Pay t first year he could take a 


discount of 5 per cent; the 
second year 4 per cent; the 
third year 3 per cent; the 
fourth year 2 per cent; and 
the fifth year 1 per cent. The 
law also provided that two 
years after the legal sale date 
the city treasurer could go 
into court and get a clear 
deed to the property. Fur- 
thermore, the legislature 
changed the personal prop- 
erty tax laws so that per- 
sonal property taxes became 
a prior lien ahead of all other 
obligations, even mortgages. 


New came a move novel in 

municipal finance. Two 
advertising appropriations 
were made to finance a 
special collection campaign. 





* 1933 Taxes Net Included 





The total was surprisingly 
small for so ambitious an 
enterprise, about $29,000. 








The ‘‘Save Your Home’”’ booklet explained the 
advantages of both the ‘‘Pay Now’”’ and the 
**Seven Year Plan”’ for handling delinquent taxes 


With it something over 100 
billboards were used with a 
change of poster as each 
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deadline approached. Sizable adver. 
tisements were placed in every daily 
and weekly paper in town, including 
foreign-language papers, church papers, 
organization papers, and the like. Ove 
half a million small folders wer 
printed explaining the essentials of the 
plan, with large type tabulations oj 
“What You Pay and What You Saye 
on Every Hundred Dollars in Taxe 
Originally Levied if You Pay Now iy 
Full!’ One minute six days a week on 
six local radio stations was bought and 
so timed as to make sure of catching 
the taxpayer about dinner time nyo 
matter what station he happened t 
be tuned in on. Slides were shown iy 
an assortment of movie theaters. 
Speeches were made before every 
luncheon club and other organization 
that could be induced to listen. Book. 
lets were placed in pay envelopes and 
others were carried home by school 
children. 

As a demonstration of high-powered 
selling on a small advertising appropri 
ation, what was known as the “Save 
Your Home” campaign was a master 
piece which might well be copied by 
almost any commercial advertiser. 

By January 10, 1934, a total of 
approximately $8,900,000 had _ been 
collected and some 100,000 parcels oj 
Detroit real estate had been cleared 0 
all delinquent taxes. 

Between January 10 and April 10, 
$6,000,000 more came in under the 
Seven Year Plan, representing total 
delinquencies of $30,000,000 which had 
been in the status of charge-oll 
accounts and now were once more 
revived and established by a payment 
on account. Incidentally, the law 
provides that any payments made 
under the Seven Year Plan shall, if the 
taxpayer does not carry through his 
agreement, be credited on the oldest 
tax delinquency against the property, 
with all the old penalties restored; s0 
the taxpayer has every reason not 10 
fall again into default. 

What does it all net down to? Prior 
to November, 1933, taxes totaling 
$49,000,000 were delinquent in Detroit; 
the owners of about 240,000 out 0 
480,000 parcels of real estate had 
defaulted in taxes, which means thal 
50 per cent of the property owners welt 
paying all the expenses of gover: 
ment (to be sure, this 50 per cent who 
paid up included most of the big ta‘ 
payers, so that taxes on considerably 
more than 50 per cent of assessed 
valuation were paid). By April 10. 
1934, a total of $39,000,000 of these 
delinquent taxes either had been paid 
in cash into the city’s treasury or had 
been covered by contract under the 
Seven Year Plan. Taxes now !! 
technical default aggregate only $10. 
000,000 as compared with $49,000,000 
last November. Of the $39,000,000. 
a total of $15,000,000 (see page *) 
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E have afforded much aid in 

the recovery of agriculture, 
commerce, our larger industries 
and our financial institutions, and 
our improved condition nationally 
furnishes full justification for these 
efforts. We must continue in 
behalf of the medium-size man in 
industry and commerce. 


PRESIDENT ROOSEVELT 


OANS to industry form another 
of the governmental efforts to 
hasten recovery. Such loans, as 

contemplated by legislation before 
Congress in recent weeks, would be in 
the nature of long-term working capital 
loans and would be liquidated out of 
profits. 

The house committee, which was 
told by Chairman Jones of the Recon- 
struction Finance Corporation that 
the proposal for loans by that agency 
a8 well as the Glass bill had received 
the President’s endorsement, approved 
an omnibus bill embodying both plans. 
_As the legislation was shaping up 
i the early part of May it appeared 
that assistance would be given from 
two sources, the Federal Reserve banks 
and the Reconstruction Finance Cor- 
poration. It was assumed that some- 
what more liberal policies would govern 
aid extended by the latter. 

Small industries whose working capi- 
tal has been exhausted in the adverse 
‘onditions of the depression are par- 
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It was estimated that this new working capital would mean continuance 
in employment of 346,000 employees and new employment for 380,000 


Capital Loans for 
SMALL INDUSTRY 


by ARTHUR CRAWFORD 


ticularly singled out for attention. 
Loans to these industries might be a 
bad banking risk although justified 
from the standpoint of the desirability 
of assuring continuance of established 
concerns giving employment to con- 
siderable numbers of people. The 
loans also might be for somewhat 
longer periods than should ordinarily 
be granted by commercial banks. 
Except for the present situation affect- 
ing industrial financing and the diffi- 
culties attributed to the restrictions 
of the securities act the funds might 
be obtained through the marketing of 
obligations by investment banking 
institutions. 

Just how much actual need there is 
for new financing facilities of this 
character has been somewhat in 
doubt. A survey by the Federal 
Reserve Board which was referred to 
by President Roosevelt in a letter to 
chairmen of Congressional committees 
urging the need. of legislation indi- 
cated that about $700,000,000 of work- 


ing capital was required by industries. 
Information upon which the estimate 
was based was obtained from about 
5,000 banks and about 1,000 chambers 
of commerce. It was estimated in the 
same connection that this amount of 
new working capital would mean the 
continuance in employment of about 
346,000 employees and provide new 
employment to about 380,000 new 
workers. 

The attitude of the more conserva- 
tive banking authorities has been 
that Congress should go slow in 
expanding credit machinery. With 
excess reserves of member banks of the 
Federal Reserve System at the highest 
point in their history, about $1,600,- 
000,000, they contend that most of 
the legitimate needs can be taken care 
of through existing loaning agencies. 
These bankers doubt the advisability of 
injecting the function of direct loans to 
industry into the central banking field 
of the Federal Reserve banks. The 
wisdom of the creation of separate in- 
termediate credit banks for industry 
attached to the Federal Reserve 
banks as at first proposed was ques- 
tioned. There also was (See page 18) 
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Crowley on F DIC Law 


Views of Leo T. Crowley, chairman of the board of 
directors of the Federal Deposit Insurance Corporation, 
as to changes in the law relating to the permanent insurance 
system were given in an address before the executive 
council of the American Bankers Association. 

Mr. Crowley thought it would probably be unnecessary 
to protect the large depositors to the extent provided in 
the existing law. 

He suggested the desirability of greater power of super- 
vision over insured banks. He pointed out that while the 
law prescribes solvency as the test of admission to the 
insurance fund it says nothing about capital, management 
or any of the other important factors determining the 
degree of risk involved. While the corporation is given the 
power of examination it has no power to correct what are 
regarded as dangerous situations. 

Furthermore, Mr. Crowley said it was desirable that the 
corporation should have some control over the chartering 
of new banks, to prevent banks which have no economic 
justification from becoming members of the insurance 
system. 

Another fault in the present law cited by Mr. Crowley 
was its requirement that the corporation, upon assuming 
control of an insolvent bank, shall organize a new national 
bank. Mr. Crowley thought the law should be amended 
to allow the corporation to sell the assets in an insolvent 
institution to a neighboring institution and to eliminate 
entirely a bank which has not proper reason for existence. 





Deposit Turnover and Credit Control 


In renewing its recommendation for a change of 
reserve requirements to a basis which takes account of the 
velocity of turnover of deposits as well as the total, the 
Federal Reserve Board in its monthly bulletin points to 
possible dangers in the huge total of excess of reserves of 
member banks. These reserves have mounted to $1,600,- 
000,000. Inasmuch as the Reserve officials estimate that 
$1,000,000,000 of excess reserves can be expanded into from 
$10,000,000,000 to $15,000,000,000 of bank credit the 
potentialities in the event of a speculative trend are 
tremendous. 

**At the present time excess reserves help to maintain 
easy conditions in the money market and tend to exert 
an influence toward more liberal extension of credit by 
member banks to trade and industry,” says the board in 
its comments. “They constitute, therefore, a factor 
favorable to business recovery. It is with this end in view 
that the Federal Reserve banks contributed to their growth 
through open market operations. 

‘“*How soon these idle reserves will begin to be utilized 
and how rapid their absorption will be, will depend upon 
the progress of economic recovery. It would appear on 
the basis of past experience that the existing volume of 
excess reserves is far in excess of probable business needs, 
and that it is not likely that these excess reserves will be 
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entirely absorbed by increased requirements arising out of 
a growth of industrial and trade activity. 

“Conditions may develop when, in order to prevent 
a recurrence of speculative excesses, it will become impor- 
tant for the Federal Reserve System to be in a position 
rapidly to absorb the excess reserves. At such a time it 
would be desirable to have reserve requirements increase 
rapidly and have the increase apply particularly to the 
member banks at which speculative activity would be 
in evidence. 

‘“‘With a view to being prepared for such a contingency 
the Federal Reserve Board has reiterated its recommenda- 
tion to the Congress that legal reserve requirements 
applicable to member banks be so changed as to make the 
amount of reserves required depend not only on the 
volume of a member bank’s deposits, as is the case under 
existing law, but also on the extent to which these deposits 
are utilized; in other words, on the rate of turnover of 
deposits.” 


$600,000,000 H O L C Bonds Outstanding 


The Home Owners Loan Corporation new govern- 
ment guaranteed bonds bear an interest rate of 3 per cent. 
For a six-months period the old 4 per cent bonds, which 
were guaranteed as to interest but not as to principal, can 
be exchanged for the new bonds at par under the terms of 
the new legislation signed by President Roosevelt on April 28. 

The new bonds are non-callable for a period of ten years, 
being due and payable on May 1, 1952, and redeemable 
on and after May 1, 1944. The market price should 
conform approximately to the current market on the 
long term 3 per cent bonds of the United States Govern- 
ment. These 3 per cent bonds were below par for a con- 
siderable period but reached par during the latter part of 
April when all government bond prices improved. 

At the beginning of May the corporation had granted 
loans on more than 200,000 urban homes throughout the 
country for a total of upwards of $600,000,000. Of this 
number about 192,000 represented bond exchange trans- 
actions in which mortgagees accepted bonds of the cor- 
poration in return for their liens. 

In the number of loans closed Ohio leads all other 
states with Michigan second and California third. Other 
states which had closed more than 4,000 loans each up to 
May 1 included Massachusetts, New Jersey, New York, 
Maryland, Pennsylvania, Indiana, Florida, Wisconsin, 
Kansas, Oklahoma, Texas, and Washington. 

The average of all loans closed is a little more than $2,900. 





Refinancing 1 the Fourth Liberties 


Market conditions affecting government securities 
have remained so favorable that the Treasury was able not 
only to refinance Fourth Liberties which were called for 
redemption on April 15, but also to issue a call for the 
redemption of an additional $1,200,000,000 on October 15. 

To absorb about $1,000,000,000 of Fourth Liberties 
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By The Washington Correspondent of 
The Burroughs Clearing House 
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called for redemption on April 15 and about $245,000,000 
of 3 per cent Treasury notes due on the same date, the 
Treasury made an exchange offering of 314 per cent Treas- 
ury bonds callable in ten years and maturing in twelve 
years. Subscriptions to the exchange offering totaled 
$1,040,000,000 of which $815,000,000 was in Fourth 
Liberties and $234,000,000 in the Treasury notes. It 
meant that less than $200,000,000 in cash was needed. 
Inasmuch as the Fourth Liberties bear 414 per cent 
interest a considerable saving is being effected by the 
refinancing. There was a better response to the April 
exchange offering than to the exchange offering of last 
October at which time terms were a little less attractive. 


The Check Tax Is Repealed 


The revenue act of 1934 in its final form repeals the 
two-cent tax on bank checks on January 1, 1935, as provided 
in the House bill. 

The conferees of the Senate and House approved the 
earlier repeal date on the insistence of Representative 
Robert L. Doughton of North Carolina, chairman of the 
ways and means committee. He had initiated the proposal 
in the House committee in the first instance and was 
anxious to get rid of the tax, believing it constitutes a 
nuisance and affects the banks adversely. 

By reason of the repeal on January 1, 1935, the Treasury 
will lose $22,000,000 of revenue that would otherwise 
accrue during the first half of the calendar year 1935. 





Investment Bankers’ Code 


One of the first applications by any industry or business 
under a code for approval of the budget of a code committee 
has been made to the N R A by the investment bankers’ 
code committee. Its budget calls for a total of $134,486.39 
for administering the code from November 27, 1933, to 
July 31, 1934, and a proposed basic or minimum contribu- 
tion of $25 with a maximum of $300. 





Service Charges Going Through 


Framing of fair trade practice rules for banks, including 
Provision for service charges, has been a slow process. 
Early in May proposed rules submitted by three clearing 
house groups were pending before the banking code com- 
mittee. Pending formal approval by the committee the 
provisions were being discussed with officials of the National 
Recovery Administration. If found satisfactory the code 
committee will approve them and then formally submit 
them to the N R A authorities. 

Discussing the situation Ronald Ransom of Atlanta, 
Ga., chairman of the banking code committee, said at the 
meeting of the executive council of the American Bankers 
Association at Hot Springs, Ark.: ‘We are going to get 
these service charges submitted and approved, and anyone 
who thinks they are not going to be submitted and put 
through this routine is mistaken. We are not acting as 
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policemen. The N R A is giving us every possible oppor- 
tunity to make this a self-governing industry in relation 


to the code problem. But, finally and ultimately, it has 
got to come through.” 


Farm Mortgage Corporation Bonds 


Early in May about $3,000,000 in bonds of the new 
Federal Farm Mortgage Corporation was being loaned to 
farmers daily by the Federal Land banks and the land 
bank commissioner of the Farm Credit Administration. 
About 1,000 loans were being made daily. 

In view of the government’s guaranty of principal as 
well as interest of the authorized $2,000,000,000 bond 
issue, the bonds have been favorably received by banks, 
insurance companies and other large creditors of farmers. 
The first issue of the bonds was not sold directly to investors 
but was used in lieu of cash in making long term mortgage 
loans. The first issue will mature in thirty years and is 
callable on notice after ten years. The bonds bear 3\% per 
cent interest. 

Activity of other institutions under the Farm Credit 
Administration also has increased. More than $1,100,000,- 
000 was loaned by all institutions of the Farm Credit 


Administration between May 1, 1933, and the middle of 
April 1934. 





Glass’s Influence on Exchange Regulation 


Legislation for the regulation of stock exchanges as 
pending before the two Houses of Congress early in May 
was much less objectionable to the banks than in the form 
originally introduced. 

There were differences in the method of control of 
margins on speculative loans in the bills as reported from 
the House committee on interstate and foreign commerce 
and the Senate committee on banking and currency. 

Under the House bill the Federal Reserve Board would 
have control of margins on stock market loans both by 
banks and by brokers subject to a standard set forth. 
The margin standard would be 45 per cent but the board 
would have broad authority to change the percentage 
either up or down. 

The Senate bill vested control over margins on brokers’ 
loans and stock market loans by non-member banks in an 
independent commission. Specific authority to fix margins 
on speculative loans by member banks of the Federal 
Reserve System was given to the Federal Reserve Board. 
The Senate bill reflected the influence of Senator Carter 
Glass of Virginia who was primarily interested in keeping 
the Federal Reserve Board out of stock market affairs 
except insofar as speculative loans are a direct concern of 
the banks of the Reserve System. 
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REGULATION. The point is that a cautious investor simply cannot 
afford to ignore the possibility of increasing social supervision over business 


by BASCOM H. TORRANCE 


Assistant Vice-president, City Bank Farmers 
Trust Company, New York City 


N days gone by, investing was some- 
times pretentiously called a science. 
In recent years, since the depres- 
sion brought such disillusionment, 
more cautious commentators have de- 
scribed it as an art. Whichever it is, 
(and a science it certainly is not) 
there are moments when we are 
tempted to say of it that “‘of all the 
arts and all the sciences” it is “the 
least known and the worst applied.” 
After generations of practice and 
preaching we seem to have made little 
real progress in investment technique. 
Moreover, a reader of the usual 
investment literature cannot fail to 
be struck by the scarcity of really new 
material, or any fresh contribution or 
viewpoint which might throw a more 
revealing light on the problems of the 
investor, and the causes of his too 
frequent failures. About all we find 
is variation in investment fashions. 
For the most part, so far as anything 
fundamental is concerned, we still 
wander through dull and repetitious 
recitals of the various mechanical and 
superficial devices for protecting capi- 
tal — various forms of financial analysis, 
diversification of risk, rotation of 
maturities, and so on. 
It is only fair to say that probably 
never before have we had more com- 
petent analysis of individual securities, 





but this analysis, however well done, 
is not enough. It cannot alone carry 
the whole burden, or provide a sure 
guide to successful investing. That is 
why, when we speak of our so-called 
investment principles as mechanical, 
perhaps superficial, we simply mean 
that our long experience with them, 
and the capricious rewards they have 
brought us, only prove them to be 
exactly what they are—not scientific 
formulae at all, but mere defensive 
devices, crude protections against more 
fundamental economic forces which as 
yet we apparently cannot control and 
only imperfectly understand. It may 
be that we shall never attain any 
measurable degree of control, and per- 
haps not of understanding, of these 
larger social and economic forces which 
so profoundly upset our calculations, 
but it is salutary that we should con- 
tinually be asking ourselves what have 
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A fresh approach 
to the investment 
problem that now 
is demanding the 
attention of the 
corporate trustee 


e 


been the more important shortcomings 
in our past investment practices, what, 
if any, the fundamental defects in our 
old point of view. 

The fact that the emphasis has 
already so largely passed from specific 
security analysis to the broader field 
of economics, may in itself suggest the 
direction in which we should look in 
an effort to find, if not a more depend- 
able investment philosophy, at least 
a more reliable defensive device. 

All practical investors — but unfortu- 
nately not all trust beneficiaries — 
realize that one of the ironies of finance 
is the fact that the only possible 
guaranty of perfect investing is the 
one faculty in which humans are most 
deficient —foresight. It is a common- 
place to say “yes, if only we had 
foresight, all would be simple.’’ Where- 
upon we sigh dejectedly and get ready 
for the next mistake! No one can 
read the stars, and foresight cannot be 
attained. But is that any reason why 
we shouldn’t talk about it? 

Professor Whitehead of Harvard put 
the matter quite simply a few years 
ago when he said that “foresight de- 
pends upon understanding,” and “the 
general topic to be understood is the 
entire functioning of society.” A 
large order indeed! But is it not just 
at this point that we begin to discern, 
if not exactly the chief defect of 
practical business and practical invest- 
ing in the past, at least the starting 
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Table One—Index Changes in GREAT BRITAIN Since Leaving Gold 


IT oe Doi ha aah e nach ew erare ors 
Wholesale Prices (Board of Trade)........ 
Wholesale Prices (Sauerbeck)............. 


Aug. 1931 Dec. 1933 % Change 
See ax ewes 107.2 122.0 +14 
piciecaieines 73.8 81.4 +10 
A ee 145. 143. —I1 
piekmonnaien 100. 105. (1) +5 
eaecewasias 93. 94. +1 


(1) January, 1934 
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INFLATION. Let us suppose we are all agreed that we shall not 
repeat or even approach the experience of France or Germany 


point for a new line of defense? Per- 
haps it is the old, old story of the 
forest and the trees. Too often busi- 
ness men have thought of themselves 
and their affairs in abstraction from 
the rest of the world. Business maxims 
and investment maxims have not 
been properly related to sociological 
developments. Attention has been 
too much concentrated on the mere 
financial result, and this, as example 
after example testifies, is not enough. 
Again to quote Professor Whitehead, 
with reference to this motive of 
success, or profit:—‘““The motive of 
success is not enough. It produces 
a shortsighted world which destroys 
the sources of its own prosperity. The 
cycles of trade depression which afflict 
the world warn us that business 
relations are infected through and 
through with the disease of short- 
sighted motives.” 

In a word, have we given, are we 
giving, sufficient weight to the impor- 
tance of cultivating what for want of a 
better term we may call a social point 
of view? 

Let it be understood that we are 
hot proposing any _ sentimental or 
altruistic principle of investing. We 
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are practical men, seeking surer ways 
to conserve our hard won savings, and 
whether understood or not the social 
and political forces now at work 
cannot be ignored. An effort to 
understand the entire functioning of 
society, formidable though the task 
may be, is an undertaking no investor, 
and certainly no trustee, can escape. 
Admittedly the attainment and ap- 
plication of this social point of view is 
not easy. 

Let us see if we can find any practical 
applications. In the first place, it is 
instructive to remember that economic 
history is a fairly steady record of the 
wider dissemination of economic bene- 
fits, accompanied by a growing social 
consciousness. Examples could be 
multiplied, but it is perhaps sufficient 
to mention briefly only a few. 

The Interstate Commerce Commis- 
sion, the first Workmen’s Compensa- 
tion Act, the first Child Labor Law, all 
were stoutly opposed, and each proba- 
bly seemed to its opponents as much 
a violation of individual liberty as 
some of the elements of our current 
New Deal, yet all grew, in part at 
least, out of an exaggerated emphasis 
on the profit motive to the disregard 








Table Two—Index Changes in the UNITED STATES Since Leaving Gold 


Highest Grade Bonds—Price.............. 
Standard. Statistics—Price (60 Bonds)..... 
Standard Statistics (421 Stocks)......... 


/ 





(1) January Average 


Wholesale Prices (Bureau of Labor Statistics)...... 


Cost of Living (National Industrial Conference 
NES awit edck giacn keine eke pond 


Mar. 1933 Mar. 1934 % Change 
Sa Ae etext 93.3 100.7 + 8 
at a ed at 76.7 95.3 +24 
hs 43.2 75.9 (3/21) +76 
OPE SR RE Ee 71.8 77.5 (1) + 8 
60.2 73.6 (2) +22 


(2) February Average 














of what we have called a social point 
of view, and all operated to restrict 


corporate profits. Today, the rulings 
of the Interstate Commerce Commis- 
sion are accepted as commonplaces of 
the business world, and yet when the 
commission was established in 1887, 
it undoubtedly seemed to many as 
radical an innovation as the National 
Recovery Act today. And with Con- 
gress now debating legislation to 
compel more adequate corporation 
reports, it is interesting to recall the 
early efforts of the Interstate Com- 
merce Commission to compel stand- 
ardization and publicity of railroad 
accounts. 

Using the convenient illustration of 
the commission, therefore, we may say 
that a wise and socially minded in- 
vestor, in the late years of the 19th 
century, recalling the recent history 
of our railroads, and contemplating 
the possibilities of the newly created 
regulating body, would have studiously 
avoided the securities of any system 
which had been guilty of practices 
frowned upon by the commission. 
Then, if the commission had failed, 
and the railroads had won, he would 
still have remained unhurt. In all 
likelihood he would not have made 
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much money, but on the other hand 
he would not have lost much. 

Perhaps a parallel can be found 
today in the public utility field. The 
Federal Government is_ sponsoring 
various electric power projects in cer- 
tain parts of the country, some of which 
come into direct competition with 
established enterprises. The program, 
if aggressively and ruthlessly de- 
veloped, holds possibilities of distinct 
damage to certain properties, and 
involves what seems to be no little 
unfairness to existing investments. 
Yet the chief object is the establish- 
ment of a “yardstick” by which to 


determine what are fair and reasonable 
rates for power. Accordingly, a wise 
investor will proceed on the assump- 
tion that the government will find its 
yardstick, that it may call for rates 
perhaps moderately lower than the 
average now existing, that the yard- 
stick, once determined, will be applied, 
and he will therefore be suspicious of 
the securities of companies whose rate 
structures leave them in a vulnerable 
position. 

These, of course, are extremely 
simple applications of a social point of 
view, but from them we observe an 
interesting paradox, for it appears that 
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an inevitable corollary of this social 
point of view in investing is a disposi. 
tion to be conservative. In short, our 
true liberal, in point of view, js 
strangely like our old friend, the con- 
servative investor. This, after all, is 
not surprising, for the explanation js 
quite simple. 

As a steadily expanding and more 
complex society begins to put restric. 
tions around individual enterprise, as 
the rapidity with which upsetting 
developments can happen is increased, 
as the task of understanding society be- 
comes more difficult, the risks of being 
a stockholder, rather than (See page 26) 


A STuB for Casher’s Checks 


by 
H. P. PARSHALL 


Vice-president and Cashier, 
Commonwealth-Commercial State Bank, 
Detroit, Michigan 


OME months ago we shifted over 

from using a check register for 

recording the cashier’s checks 
issued. Instead, we adopted the 
method of making carbon copies of 
the checks, using a set consisting of 
the numbered check, an interleaved 
small piece of carbon paper, and a 
slip of white paper of check size 
imprinted with the same number and 
the words, “Cashier’s Check Credit.” 
Making these carbon copies saved the 
extra time required for registering 
the checks in the check register, did 
away with the possibility of errors 


arising from copying the wrong 
amounts or the wrong payee names, 
and made possible _ considerably 


speedier service to the waiting cus- 
tomers. The name of the customer 
is also typed on the white slip. 

The volume of cashier’s checks 
drawn has greatly increased in Detroit 
since the closing of the banks at the 
time of the moratorium, for many 
people who formerly maintained check- 
ing accounts are now managing to get 
along without them. In consequence 
we felt the need to reduce the expense 
of issuing checks, in order that the 
Clearing House standard charge of 
10 cents might pay the cost and return 
a small margin of profit. This fee — 
which is exceedingly small, especially 
for large checks—is an _ additional 
source of income in view of the fact 
that cashier’s checks have for so many 
years been issued free of charge. 

The only increased labor directly 
resulting from issuing checks by this 








CASHIER'S CHECK CREDIT 


By N° 171901 








The cashier’s check assembly consists of the cashier’s check with stub attached anda 
blank duplicate, all bearing the same serial number. Duplicates are filed by number 


method is slight. We now have to 
file the cashier’s check credit slips 
numerically, which is a great deal less 
labor than making the entry in a cash 
register. One drawback soon dis- 
closed itself, however. The occasional 
customer who comes back and inquires 
whether his cashier’s check has been 
paid necessitates our looking up the 
carbon copy made at the time. 


THis inquiry caused a fairly trouble- 

some task even in our check register 
days, because we issue on an average 
of 300 to 500 cashier’s checks daily, 
and the customer is generally vague 
as to the date when he made the pur- 
chase —naturally enough, perhaps, be- 
cause the question is unlikely to arise 
until a considerable interval has 
elapsed. But the task was simplicity 
itself when we used a check register, 
as compared with the job of poring 
through hundreds of check-size slips 
in the files. Usually the purchaser 
comes in, rather than telephoning or 
writing us a letter. He stands at the 
draft window while the information is 
looked up—and if it takes any con- 
siderable time, as it invariably did, 
he is annoyed and likewise the entire 
waiting line is delayed so that it 





frequently built up to considerable 
length. This is bad business, for it 
drives away trade. 

To get away from this difficulty, we 
simply added a stub at the left-hand 
edge of the check. It is an inch and 
one-half wide, bears the same serial 
number as the check, and reads: 
“Detach and retain. No. 00000. For 
further information about this check 
please present this stub. Common- 
wealth-Commercial State Bank, De- 
troit, Mich.” 

Almost immediately after the normal 
volume of inquiries on the preceding 
stubless checks had worn itself out, 
our troubles in this field vanished. 
The check purchaser who has lost a 
cashier’s check or who is inquiring 
because his grocer asserts he was never 
paid the amount involved comes to 
the draft window, presents his num- 
bered stub, and makes some such 
inquiry as, “Did this check ever come 
back?” 

The teller or a clerk takes the stub 
to the file, goes straight to the number, 
and comes back inside thirty seconds 
with the answer. Such an inquiry 
now takes less time to handle than 
does the job of issuing a cashier’s check. 
No longer do we have the (See pase 25) 
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C. S. Newhall (center above) recently succeeded to the presidency of that 
most distinctively-named Philadelphia institution, The Pennsylvania Company 


for Insurances on Lives and Granting Annuities. 


Mr. Newhall was formerly 


executive vice-president. He succeeds C.S. W. Packard who, at his own request, 
retires after having served the company as president for thirty-five years. Con- 
currently, William Fulton Kurtz (left above), a vice-president, succeeds Mr. 


Newhall as executive vice-president. 


The Pennsylvania Company for Insur- 


ances on Lives and Granting Annuities, was founded in 1812. Today, it lists 
total deposits at $202,739,374 and personal trust funds at $869,907,467. 


W. B. Poynter Portrait 
John J. Rowe is the new president 
of the Fifth Third Union Trust Com- 
pany, Cincinnati. Mr. Rowe has been 
active in Cincinnati business and bank- 
ing life since 1907 when he joined the 
First National Bank as a clerk under 
his father, W. S. Rowe, then president. 
He soon succeeded to the presidency 
of the First National, occupying the 
position until early this year. 


Moffett-Russell Photo 
Joseph M. Dodge is the new presi- 
dent of The Detroit Savings Bank, 
progressive, largest Michigan state 
bank. Mr. Dodge started as a bank 
messenger, served as bank examiner, 
vice-president and assistant to the 
chairman of a former Detroit bank, 
then became a vice-president of The 
National Bank of Detroit when that 
institution organized. 


International News Photo 
An important announcement of the 
month was that covering the selection 
of Thomas Jefferson Coolidge as 
Undersecretary of the Treasury. Mr. 
Coolidge is a direct descendant of 
Thomas Jefferson. At the time he 
was called to Washington he was 
serving as a vice-president of the First 
National Bank of Boston. 


Moffett-Ruseell Photo 
Laurance H. Armour of the inter- 


nationally prominent Armours of the 
packing industry, was recently elected 
president of the American National 
Bank and Trust Company of Chicago. 
Mr. Armour entered the Armour 
financial department in 1910, devoted 
himself to foreign operations, returned 
to financial activities. He is a governor 
of the Chicago Stock Exchange. 
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Here are the 
[ Facts and Figures | 


by L. A. SAWYER 


Manager, Burglary Department, National Bureau of Casualty and 
Surety Underwriters, New York City 


HIS is not a story about John 

Dillinger and his’ machine- 

gunning mob, but the news items 
of the day do typify the operation of 
the modern bank robbers. Read these 
headlines: Rob Kansas Banks Shoot 
Police Chief, Four Masked Men at 
Atchison Break Through Door Scoop 
Up $21,000 and Flee, Thugs Get 
$46,000 Kidnap 5 in Bank, Six Machine 
Gunners Overawe 1000 in Sioux City, 
Outlaws Rob Bank Kill a Policeman, 
Band Believed To Be Dillinger Gang 
Shoots Way Through 8 Officers in 
East Chicago, Gang Gets $20,000 in 
Bank at Quincy. 

Certainly this is pretty good evi- 
dence that the robbing of banks has 
developed into an appalling business 
under the management of carefully 
organized mobs. Conditions today in 
the Middle West at least are such that 
the Federal Government has joined in 
the hunt for these desperadoes, whose 
deeds have made the modern youngster 
shelve the tales of Jesse James. 
Apprehending these bandits, who oper- 
ate in a really businesslike way, is no 
easy job. Spreading the alarm by 
radio, searching by aeroplane, calling 
out the state militia, state police and 
vigilantes — many such expedients have 
been resorted to and yet the percentage 
of captures and convictions is not 
high. In other words it is apparent 
that the police authorities in some 
localities are unable to cope with the 
modern gangs of desperadoes who 
prey upon the banks of the country. 

Outlaws are after money and banks 
with their ready cash are their logical 
prey, especially small town banks which 


are unfortunately an easy target. 
Banks in larger towns are being robbed 
too, but this article refers only to the 
small town banks. It is natural for 
the banker to place some reliance on 
the local law enforcing authorities, 
but they appear to be fighting a losing 
battle against these fast moving, 
machine-gunning desperadoes. The 
banks must themselves help. 

It is difficult at this time to realize 
that before the war, holding up banks 
was almost unheard of. Banks car- 
ried only burglary insurance to pro- 
tect the contents of their safes and 
vaults in the event they were forcibly 
broken into. Later as a bank holdup 
occurred here and there, the insurance 
policy was extended to cover this kind 
of a loss without charge. Gradually 
as conditions changed, due to the high 
speed automobile, good roads and 
efficient organization of criminal gangs, 
the robbery rates have been increased 
so that today they have outstripped 
the burglary rates. 

Just glance for a moment at the 
charted figures. They show that the 
banks in 1922 paid a net rate of $1.12 
per $1,000 of robbery insurance and 
in 1933 $2:79, or an increase of 150 per 
cent. These rates are net after giving 
allowance to all discounts. The losses 
increased from $124,426 in 1922 to 
$1,509,026 in 1930, the peak year, 
and then went down to $1,288,174 in 
1932. The complete loss experience 
for 1933 is not yet available. Just one 
more observation. In 1922 there was 
written $700,692,667 of bank robbery 
insurance, in 1926 the peak year 
$1,107,437,084, in 1930, $997,809,713, 


What’s behind the new cash 
protection clause...in 
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and in 1932, $649,470,512. The reduc- 
tion in the amount of insurance is 
accounted for chiefly by the decrease 
in the number of banks. Keep in 
mind, please, that these figures apply 
only to the copyrighted American 
Bankers Association Policy and do 
not include any bankers blanket bond 
experience. 

In January of this year, three bank 
clerks were busily engaged in their 
duties in a small Kansas bank. A 
customer had just left the window 
and the cashier was looking up his 
balance in the ledger. Returning to 
his window the cashier heard “Stick 
"em up. This is a holdup.” Three 
bandits covered the inside of the bank 
with machine guns, a fourth acted as 
outside lookout, while a fifth, carrying 
a bag, scooped up all the paper money 
and coins from the cash drawers. He 
spotted the safe and ordered that it 
be opened. “It is timelocked. It 
cannot be opened for twenty minutes.” 
“I know that stuff,’ said the gang 
leader, ‘‘pass it up. We can’t wait. 
Let’s go.” Taking the money bag, 
and using the cashier as a shield, the 
gang left the bank and ran to the auto- 
mobile. They dropped off the cashier 
unharmed outside the town. This is 
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This shows the volume of robbery 
insurance written yearly since 1923 
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an actual case taken from the records 
of an insurance company and is typical 
of the way small town banks are 
robbed. The big point here is that the 
bandits only got $750 and missed about 
$3,000 which was under the timelock. 

This system of keeping reserve cash 
in a timelocked safe had on July 15, 
1933, been made a requirement by the 
insurance companies on banks (with 
certain stated exceptions) in towns of 
less than 25,000 population in the fol- 
lowing 23 states: Alabama, Arizona, 
Arkansas, California, Colorado, Idaho, 
Illinois, Indiana, Iowa, Kansas, Loui- 
siana, Minnesota, Mississippi, Mis- 
souri, Montana, Nebraska, New Mex- 
ico, North Dakota, Ohio, Oklahoma, 
South Dakota, Tennessee and Wiscon- 
sin. Its inauguration was described 
in the September, 1933, issue of The 
Burroughs Clearing House. The plan 
requires that 85 per cent of the insured 
money be kept in a timelocked re- 
ceptacle with the balance available 
for ready use as counter cash. There 
are two types of timelocks which may 
be used—the regular night timelock 
which opens at a predetermined set 
time, and the daytime delayed time- 
lock which runs down from 15 to 30 
minutes, according to setting, after 
the combination is dialed. The latter 
is more convenient for the banker, 
although the night timelock may be 
readily used. When the safe is opened, 
as it must be from time to time in the 
regular course of business, two armed 
employees must be stationed at each 
entrance door, or such doors must be 
locked. Deposits are often received 
unexpectedly by the bank and it is 
provided that such money must be 
put in a combination locked safe 
within 15 minutes of receipt and then 
placed in the timelocked safe at the 
earliest opportunity. The plan is 
made effective by attaching the follow- 
ing endorsement to the standard 
American Bankers Association Bank 
Burglary and Robbery Policy, which 
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It is apparent from this chart that 
robbery losses increased faster 
than rates on robbery insurance 





Losses increased from $124,426 in 
1922 to $1,509,026 in 1930, and 
decreased to $1,288,174 in 1932. Loss 
experience for 1933 is not yet available 


endorsement must be signed by the 
banker indicating acceptance. 


It is hereby agreed that the Company’s 
liability for loss of money as insured under 
Paragraph II of the Policy of which this 
endorsement forms a part is limited to 
De i chtivecwaen of the amount of insurance 
applicable under said Paragraph II as 
specified in Section (i) of Condition R of 
said Policy, if loss thereof is occasioned b 
robbery as defined in the Policy, when suc 
property is located within the Assured’s 
premises but not within a vault, safe, 
chest, or similar receptacle, locked by 
timelock at the beginning of such robbery, 
provided that the foregoing limitation shall 
not apply to such a loss: 

(a) occurring at any time when at least 
two employees or guards equipped with 
loaded firearms are stationed at each 
unlocked entrance door to the premises; 

(b) of money unexpectedly received if 
placed within a vault, safe, chest or 
similar receptacle, locked by combination 
lock not later than fifteen minutes subse- 
quent to the receipt thereof and which 
money at the first opportunity shall be 
placed under the protection of a timelock 
or protected as required by subdivision 
(a) of this endorsement. 


“About nine months ago,” said a 
banker, “my insurance company told 
me that henceforth I had to keep my 
reserve cash under timelock. I 
objected because I didn’t want to be 
bothered with any such procedure. 
My bank is insured —why should I be 
forced to watch the amount of my 
counter cash? What has been accom- 
plished? Has the scheme been effective 
and worth the trouble involved?” 
The best answer to this man was to 
quote some experience statistics — 
even though they are often dry and 
uninteresting —and briefly to review 
the results to date as reported by two 
large insurance companies. 

Between July 27, 1933 and April 16, 
1934, one company paid out $21,620 
in cash for 21 bank robberies, but the 
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Rates on robbery insurance did not 
start climbing rapidly until 1930 


robbers missed $99,510 in cash which 
was in timelocked safes. A second 
company reported 12 cash losses cost- 
ing $13,628 with $44,127 saved because 
it was under timelock. In all cases 
the employees were ordered to open 
the timelocked safe so it may be 
readily assumed that these were actual 
savings. Incomplete returns indicate 
that other companies writing a much 
smaller amount of this insurance have 
had similar encouraging results. With 
only two companies reporting net 
savings of $143,637 in 23 states for a 
nine months’ period, the use of the 
timelock in combating holdups can 
be considered a grand success. 


ig is a well-known fact that most of 

the banks are underinsured. The 
average banker must feel that if his 
bank is robbed, the loss will only be 
small. Entirely overlooked is the fact 
that the roving bandits may clean out 
a bank. If the loss is not covered by 
insurance, who is going to make it 
good? The bank’s own capital struc- 
ture may be impaired and it is in the 
desperate position of getting some 
salvage or going out of business. This 
situation is apparently appreciated in 
connection with night burglaries but 
almost entirely overlooked with day- 
time holdups. The use of the timelock, 
therefore, not only safeguards the in- 
sured money but also the uninsured. 

What about the other 25 states? 
Aren’t they fertile fields for the holdup 
men? Certainly, and apparently more 
so each year. Massachusetts, a con- 
servative New England State, with 
efficient enforcing bodies and a fine 
record has accounted (See page 23) 
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“Here are forms that absolutely 
can’t slip out of register in the 
machine.” Indeed, Standard’s 
name for them is Kant-Slip. They 
speed up typing operations, insure 
accuracy, prevent errors. 


Standard’s Registrator platen, 
quickly installed on a_ business 
machine, has aligning pins that 
automatically mesh with the 
marginal punches of Kant-Slip 
business forms. Thus, all carbon 
copies are kept in accurate align- 
ment, There’s no time out to adjust 
and jog forms into position. 


ant 
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You can use Standard’s Kant- 
Slip business forms in billing, 
accounting, tabulating, and book - 
keeping machines, and typewriters. 


Write us!...Our representative 
in your community will call on 
you! He can demonstrate the 
importance of improved methods 
and economies in your forms 
operations. 
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Capital Loans for Small Industry 


(From page 9) doubt as to the desira- 
bility of the issuance of securities by 
the Reserve banks or proposed inter- 
mediate credit banks as contemplated 
in some of the earlier plans. 

Some of the doubts felt by banking 
authorities were reflected in an address 
by W. F. Gephart, vice-president of 
the First National Bank of St. Louis, 
at a group meeting on problems in 
capital financing during the annual 
convention of the Chamber of Com- 
merce of the United States in Washing- 
ton early in May. Mr. Gephart did 
not oppose the pending legislation but 
advised caution. Other speakers at the 
same group meeting included B. 
A. Tompkins, vice-president of the 
Bankers Trust Company of New 
York, who urged the need of an 
extension or repeal of the provision of 
the banking act of 1933 prohibiting 
member banks after June 16 from 
underwriting long-term credits. 

The resolutions adopted by the 
Chamber of Commerce convention 
failed to make any mention of legisla- 
tion for loans to industry although 
dealing with a number of banking 
matters. It was recommended that 
the banking act of 1933 be modified 
“‘to permit commercial banks, as part 
of their normal banking operations, to 
participate in the underwriting of 
capital issues as well as to allow such 
banks to make short-term advances in 
connection with underwritings.” It 
was also urged that a postponement of 
the enforced liquidation of security 
affiliates of banks be granted. 

Legislation for capital loans to 
industry has been pending in Congress 
ever since the middle of March. Jesse 
H. Jones, chairman of the Reconstruc- 
tion Finance Corporation, offered a 
plan for loans by that corporation 
after having previously resisted the 
pressure from many members of Con- 
gress for action along that line. Presi- 
dent Roosevelt, however, gave his 
support to a bill framed by the Federal 
Reserve Board and sponsored by 
Governor Eugene R. Black. Senator 
Carter Glass of Virginia, the most 
influential banking authority in Con- 
gress, found objections in the Black 
scheme and offered a substitute of his 
own. Senator Glass and Governor 
Black then got together on a compro- 
mise for which they obtained President 
Roosevelt’s endorsement. This bill 
as introduced by Senator Glass, S. 
3487, was reported to the Senate by 
the committee on banking and cur- 
rency on April 28. Thereupon members 
of the committee, who thought the 
Glass bill was too conservative, put 
forward a substitute for the original 
Jones proposal for loans by the Recon- 
struction Finance Corporation. This 
substitute, introduced by Senator Dun- 


can U. Fletcher of Florida, chairman 
of the committee as S. 3520, was offered 
to supplement the Glass bill. 

The Glass bill differed from the 
original Black proposal chiefly in that 
it would make available a maximum 
of only $280,000,000 instead of about 
$700,000,000 and it would provide for 
loans by the Federal Reserve banks 
instead of by new institutions set up 
by these banks. 

Under this bill it was provided that 
“in exceptional circumstances, when 
it appears to the satisfaction of a 
Federal Reserve Bank that an estab- 
lished industrial or commercial busi- 
ness located in its district is unable to 
obtain requisite financial assistance on 
a reasonable basis from the usual 
sources, the Federal Reserve Bank, 
pursuant to authority granted by the 
Federal Reserve Board, may make 
loans to, or purchase obligations of, 
such business, or may make commit- 
ments with respect thereto, on a 
reasonable and sound basis, for the 
purpose of providing it with working 
capital.”” No obligation would be 
acquired or commitment made with a 
maturity exceeding five years. 

Each Federal Reserve Bank also 
would be given power “to discount 
for, or purchase from, any bank, trust 
company, mortgage company, credit 
corporation for industry, or other 
financing institution operating in its 
district, obligations having maturities 
not exceeding five years, entered into 
for the purpose of obtaining working 
capital for any such established indus- 
trial or commercial business; to make 
loans or advances direct to any such 
financing institution on the security 
of such obligations; and to make com- 
mitments with regard to such discount 
or purchase of obligations or with 
respect to such loans or advances on 
the security thereof, including com- 
mitments made in advance of the 
actual undertaking of such obligations.” 


IN the case of participation by the 

Federal Reserve banks by this method 
in bank loans to industry the banks 
or financing institutions would be 
required to obligate themselves for at 
least 20 per cent of any loss sustained, 
the existence and amount of the loss 
to be determined in accordance with 
regulations of the Federal Reserve 
Board. In lieu of such obligation 
against loss any bank or financing 
institution might advance at least 20 
per cent of such working capital. 

The aggregate amount of loans, 
advances and commitments of the 
Federal Reserve banks outstanding al 
any one time, plus the amount of pul- 
chases and discounts as provided, was 
limited to the combined surplus of the 
Federal Reserve banks as of July 1, 
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1934. This amount would be about 
$280,000,000 after the Reserve banks 
are reimbursed as provided in the bill 
by the Treasury for the half of their 
surplus amounting to $139,299,557 
which they were required under the 
banking act of 1933 to invest in stock 
of the Federal Deposit Insurance Cor- 
poration. 

The Glass bill established in each 
Federal Reserve district an industrial 
advisory committee to be appointed 
by the Federal Reserve Bank subject 
to the approval and regulations of the 
Federal Reserve Board. Each com- 
mittee would be composed of not more 
than three nor more than five members. 
Each member would be actively en- 
gaged in some industrial pursuit within 
the district, serving without compensa- 
tion on the committee except for 
necessary expenses or a per diem 
allowance in lieu thereof. 

Each application for loan, advance, 
purchase, discount or commitment 
would be submitted to an industrial 
advisory committee which would trans- 
mit its recommendation thereon to 
the Federal Reserve Bank. 

“I may say that provision,” said 
Senator Glass, “‘was inserted at the 
suggestion of the President, who 
thought that perhaps the Federal 
Reserve Bank boards were too bank- 
minded to be as liberal as he could 
wish they would be in treating matters 
of this sort.” 

The Glass bill gave no authority to 
the Federal Reserve banks to borrow 
for the purpose of increasing funds 
available for these loans. 

The substitute bill relating to loans 
by the Reconstruction Finance Cor- 
poration as sponsored by Senator 
Fletcher limited loans to industry to 
$250,000,000 with a maximum of 
$1,000,000 to any one borrower. The 
power to make loans would end on 
January 31, 1935, or on such earlier 
date as the President might fix. 
While this would be a _ temporary 
proposition the Glass bill was intended 
as permanent legislation. 

The essential paragraph of the 
Fletcher bill follows: 

“For the purpose of maintaining 
and increasing the employment of 
labor, when credit is not otherwise 
available, the corporation is authorized 
and empowered to make loans to any 
industrial or commercial business es- 
tablished prior to January 1, 1934. 
Such loans shall in the opinion of the 
board of directors of the corporation 
be adequately secured, may be made 
directly, in co-operation with banks 
or other lending institutions, or by the 
purchase of participations, shall have 
maturities not to exceed five years, 
shall be made only when deemed to 
offer reasonable assurance of continued 
or increased employment of labor, 
Shall be made only when, in the 
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IN, THE 7 Counter cash is quickly divided into active 
SAFETY and reserve funds when the Tellers’ Safety 

Locker is installed. Each teller subconsciously 
LOCKER maintains the proper ratio between the cash 





in his drawer for immediate needs and the 
reserve in the locker below under delayed 
control timelock. 


The convenient “drop compartment” lo- 
cated in the cash drawer as illustrated to the 
left permits instant deposit of excess funds 
or unexpected receipts. The cash placed in 
this compartment is automatically deposited 
in the locker below when the drawer is closed. 


When the combination is dialed, the time- 
lock is automatically wound. The teller 
easily anticipates his needs knowing the delay 
period of his locker. The automatic rewind 
feature of this lock makes it fool-proof. The 
shield shown opposite tells the bandit you 
have Diebold Daytime Hold-up Protection. 
If he unwittingly proceeds further, important 
money is beyond his reach . . . abuse purpose- 
less when he reads the large label identifying 
this type of hold-up protection . . . approved 
* by bank insurance underwriters. 


{fnew known as a leading vault manufacturer, vnoney 


The compact unit shown 
above is easily installed in 
your present counter. By 
eliminating all inconvenience 
to the teller, it encourages 
careful handling of money. 
Act now to prevent loss. 


now offers complete protection for records, money 
and wealth from fire, burglary and banditry. 


OLD 


& LOCK CO. 
ANTON, OHIO 


When Savings Ledger and Signa- 
ture Cards are conveniently housed 
in this modern certified, two-hour 
safe, you provide speed for depos- 
itors . . . protection for records. 
Write for complete information 
today. WE DO OUR PART 


SEVENTY-FIVE YEARS OF PROTECTION SERVICE 





DIEBOLD ELECTRIC 
REKORDESK SAFE 
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THE YORK SAFE € LOCK CO. 


é HROUGH the past few years the number of bank robberies 


has grown at an alarming rate. 














No bank, whatever its geographical location, is immune from 








attack. Daylight hold-ups have occurred as easily in the metro- 








politan areas as well as in smaller banks in the middle west. 





Most banks have protective equipment of one sort or another. 








All banks should now give even more serious consideration to 
the matter of adequate protection. We believe the York Safe & 
Lock Company can be helpful to you. 


























For over fifty years we have been specialists in the building 





of bank vaults and protective equip- 








ment. Our long experience can be of 








assistance in ‘“‘taking the profit out of 








banditry” and in reducing the losses 











of both money and human life. 








Write us today and let us have a 








York engineer or representative ana- 





lyze your situation. 





York Day Raid Locker 


Also furnished 
in larger sizes 
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York Delayed Action 
Combination Time Lock 
Approved by the 
Underuriters’ Laboratories 


























York Day Raid Locker 
with Revolving Head 


Also furnished in a 
full range of sizes 
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opinion of the board of directors of 
the corporation, the borrower is sol- 
vent, shall not exceed $250,000,000 in 
aggregate amount at any one time 
outstanding, and shall be subject to 
such terms, conditions, and restrictions 
as the board of directors of the cor- 
poration may determine.” 

The money for these loans would 
come from the borrowed funds of the 
Reconstruction Finance Corporation, 
whose ordinary method of financing is 
to sell its debentures to the Treasury 
which in turn floats its own obliga- 
tions. 

Those who have been skeptical of 
the need of new credit facilities for 
industry have cited the experience of 
the Federal Reserve banks under the 
authority for direct loans to industry 
granted by legislation in 1932. While 
many applications were received very 
few loans were found to be justified 
and some of the companies receiving 
them subsequently went into bank- 
ruptcy. 

President Roosevelt’s letter to Con- 
gressional committee chairmen sets 
forth the motive actuating the recent 
efforts to create new credit machinery. 

“I have been deeply concerned with 
the situation in our small industries,” 
he said. “In numberless cases their 
working capital has been lost or 
seriously depleted. This condition 
should be remedied. 

“‘We have afforded much aid in the 
recovery of agriculture, commerce, our 
larger industries and our financial 
institutions, and our improved condi- 
tion nationally furnishes full justifica- 
tion for these efforts. We must con- 
tinue in behalf of the medium-size man 
in industry and commerce.” 


Re-establishing a 
City’s Credit 


(From page 8) has been received in cash, 
representing $9,000,000 applied to 
“full payments” and $6,000,000 made 
as first payments under the Seven 
Year Plan. Further, instead of 240,000 
parcels of real estate in technical 
default, there remained only 40,000 
parcels in this condition. 
Negotiations for refunding bond 
issues have likewise been successful. 
The city’s outstanding issues total 
$392,451,251. Not all of this amount, 
however, is eligible for refunding. At 
the present time the Bond Holders 
Refunding Committee reports that 
94 per cent of the $283,981,983 princi 
pal amount of bonds eligible for 
refunding have been deposited, and it 
is expected that the actual exchange 
of bonds will begin during the next 
few weeks. The new bonds will beat 
the same rate of interest but will be of 
deferred maturities. A factor aiding 
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eligible issues were of such maturities 
and in such amounts that the Seven 
Year Plan could be adopted without 
serious interference in their retirement. 
Further, anticipating 1934-35 tax col- 
lections at 70 per cent, a conservative 
basis, the city has already paid to the 
committee $2,528,000, the 30 per cent 
delinquency, thereby eliminating the 
necessity of levying a cushion for debt 
service next year and providing an 
adequate safeguard to insure payment 
of interest under the refunding plan. 

The city is spending less than its 
current tax collections—its budget is 
balanced. Employees of the city are 
being paid 20 per cent in cash and 80 per 
cent in scrip, and the scrip is not only 
used for short-term investment but is 
gladly accepted by merchants who 
also give change in cash. 

There is every expectation that this 
year the city taxes will be paid by 
most of the property owners instead 
of by half as was the case when the 
collection campaign was put into opera- 
tion. If, as seems probable, tax collec- 
tions this year exceed the anticipated 
conservative 70 per cent and actually 
reach a hoped-for 80 per cent, then any 
excess over expenditures will be avail- 
able for speeding up the process of put- 
ting the city back on its financial feet. 


THE improvement in general business 

conditions and the funds made avail- 
able to hard-pressed mortgagors and 
land contract vendees by the Home 
Owners Loan Corporation of Michigan 
are two of the greatest contributing 
factors to make this tax-collection 
drive the remarkable success that it 
has proved. The depression which had 
hit Detroit probably more heavily than 
almost any other great American city 
began to lift last autumn just as the 
tax drive got under way. It gained 
impetus as the 1934 model automobiles 
caught the public fancy, and lifted 
with it many a small home owner and 
many a manufacturing unit which a 
few months before could not have 
paid up back taxes if the discount had 
been 50 per cent instead of 5 per cent. 
But —and this is just as relevant —if it 
had not been for the drive, it is doubt- 
ful that collections of delinquent taxes 
would have equaled 10 per cent of the 
figure already attained. 

This description of what Detroit 
has accomplished is not offered with 
the idea that it can be applied word- 
for-word and item-by-item to the tax 
tangles of any other American city. 
It is offered as evidence that a tax- 
payer’s strike can be overcome, by 
making it very much to the taxpayer’s 
advantage to settle up and very much 
to his disadvantage to let things drift. 
And since this condition applies rather 
generally throughout the country, it 
holds out hope wherever tax delin- 
quency is a problem. 
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of an account with 
Bank of America 


1. Direct-routing transit and collection service throughout 
California. (Reduces float; speeds up collections.) 

. Night and day transit service. 

3. Prompt, complete credit checkings by experienced officers 
with intimate knowledge of local conditions. 

4. Metropolitan banking facilities in 248 communities (practi- 
cally every banking center of consequence in California). 

5. Personal, friendly, znterested attention—not only to all rou- 
tine services, but also to your special requirements — by 
any of our 415 branches. 

Bank of America welcomes the opportunity to serve your 

friends and customers while they are in California. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


N 


Bank of America National Trust & Savings Association, 4 National Bank, and Bank 
of America, a California State Bank, are identical in management 
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IN YOUR BANK 
You Must Lock 


Surplus Counter Cash 
Under Delayed Time 
Protection 


Quickly 














eliminating the 







of delay. 










All steel and concrete 
construction— 
weighs 700 pounds. 

Can be connected to 
any silent alarm sys- 
tem. 

Simple and easy in 
operation—con- 
trolled by familiar 
regulation combina- 
tion lock. 

Delayed opening cycle 
absolutely fixed—no- 
body can change it. 

Built by the first manu- 
facturer of steel fire- 













proof safes—35 years 
of protection service. 

No clock springs—no 
winding—no ‘‘freez- 
ing’’ possible. 

Not affected by temper- 
ature or moisture, 
shocks or rough 
usage. 

tes on current 
fromany light socket. 

No bolts to throw— 
slam the door and 
it’s locked. 

Ample capacity for all 
requirements. 




























This is required by the new 
15% limitation clause in 
your insurance policy. 


With a single swift movement the 
teller or cashier sweeps the cash 
into the Meilink Money Locker, 
out of sight and out of danger, 
“‘exposed cash’’ 
lure for bandits, and all without a 
single added operation or a hint 
of inconvenience or a moment 


This new Meilink Electric Delayed 
Control Money Locker is built for 
the modern demand of quick, day- 
time protection for incoming cash. 
Meets all the requirements of the 
new Bank Insurance Rules recently 
put into effect in all states. 
duces cost of insurance. 


Re- 
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LOCKING SYSTEM 





The Sign That 
Detours Bandits. 
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(Patent applied for) 


Write for Complete Information. 


Meilink Steel Safe Co. 
Toledo, Ohio 


Meilink Built Steel Safes for Bank, Store, 
Office and Home Provide Better Protection. 
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Securing Public Deposits 


Complications are apt to arise where 
a national bank becomes a depository 
of state or municipal funds. In 
Georgia a national bank in becoming 
the depository of state funds gave the 
bond required under state law whereby 
the state’s claim for its deposited funds 
became a lien on all the assets of the 
bank. 

Upon the insolvency of this particu- 
lar national bank the legality of the 
state’s lien on the assets of the bank 
was tested out in the Federal Courts 
very recently. It was decided that this 
lien does not extend to money, notes 
and accounts transferred in the usual 
course of business. Nevertheless the 
lien was held to be effective on the 
assets of the bank, regardless of the 
apparent preference as against other 
creditors upon the insolvency of the 
bank. 

The court pointed out that a 
national bank, in becoming a deposi- 
tory of state funds, does not under- 
take duties inconsistent with its duty 
to the United States or to the banking 
public and that in the exercise of its 
banking powers, a national bank is 
authorized to secure public deposits. 


Depositor’s Set-off 


Another interesting decision con- 
cerning the set-off of a depositor’s 
debt to the bank against his deposit 
balance, has been handed down by the 
federal courts in a case where an 
insolvent depositor had a_ deposit 
balance of $3,646.52 which was liened 
by the Collector of Internal Revenue 
for income tax. 

It appeared that the United States 
had assessed against the depositor an 
income tax of $4,356.52, but the bank 
held the depositor’s unpaid note in the 
sum of $10,000. The bank, claiming 
the right to apply the deposit to its 
unpaid note, refused to turn over the 
deposit to the Collector of Internal 
Revenue, whereupon the government 
brought an action against the bank. 
A verdict in favor of the bank was 
appealed by the government. 


by CHARLES R. ROSENBERG, Jr. 
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The appeal court held that a deposi- 
tor’s insolvency is sufficient basis in 
equity for setting off his debt to the 
bank against his deposit and that this 
set-off is available not only as between 
the bank and its insolvent depositor, 
but also as against any garnisheeing 
creditor, receiver, trustee in bank- 
ruptcy, or, as in this case, against the 
Collector of Internal Revenue attempt- 
ing to levy the deposit for income tax. 


Preference Payments 


A bank’s borrower to the extent of 
$2,400 organized a corporation to 
continue his former business and the 
corporation’s account was carried in 
the bank as was the borrower’s per- 
sonal account. 

From time to time the borrower 
deposited personal funds in the cor- 
poration account with the knowledge 
of the bank. On the day the note 
became payable an attorney represent- 
ing the borrower’s creditors informed 
the bank that the borrower was hope- 
lessly insolvent and that a petition in 
bankruptcy was about to be filed 
against him. 

Accordingly the bank applied $2,400 
of the corporation’s balance to the 
payment of the note, this being done 
with the acquiescence of the borrower 
and the corporation, since the money 
was actually that of the borrower 
deposited in the corporation account. 

Within less than four months the 
borrower was petitioned into bank- 
ruptcy and the trustee in bankruptcy 
obtained a verdict against the bank 
for the amount thus applied to the 
payment of the borrower’s note. On 
appeal the verdict was sustained on 
the ground that the device of enabling 
the bank to cover the borrower’s note 
through the building up of the cor- 
poration account by the borrower's 
personal funds, was a preference as 
against the borrower’s other creditors 
and therefore voidable. 

This case is an exception to the rule 
in New York County National Bank 
vs. Massey, 192 U. S. 138, where it 1s 
held that where a depositor goes into 
bankruptcy his balance may be applied 













Cur 


to th 
bank 


TI 
€xac' 
show 
case. 
turn 
delix 
to a 
tran 
not 
escri 
garc 

tT 


deli 
deec 
had 
und 
escr 
and 
fror 
deli 
the 
bec 
tith 
is | 
cer 
of 

gra 
is € 








CLEARING HOUSE 


to the liquidation of his debt to the 
bank. 


Escrow Transactions 


That escrow transactions are most 
exacting from a-legal point of view is 
shown in another current Missouri 
case. It appears that a deed was 
turned over to be held in escrow for 
delivery upon the perfecting of title 
to another property involved in the 
transaction. The title in question was 
not perfected satisfactorily, but the 
escrow party delivered the deed re- 
gardless of that fact. 

The recipient of the deed thus 
delivered acquired no title under the 
deed, because it was shown that he 
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“Replying to yours of THIS instant”— 
not the 2nd instant or the 10th instant, but this 
instant. By telephone your reply can be instantaneous 
—an immediate flash of personalities, a swift inter- 
change of ideas. You need never be out of the mind 
of relatives, friends or business associates simply 
because you are out of sight. 
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Posi: # had knowledge of the restrictions 
iS In} under which the deed was held in 
the B escrow. The court went even further 
this and ruled that a bona fide purchaser 
veen § from the recipient of the deed thus 
, delivered, could acquire no title to 
€IN§ — the property conveyed in the deed 
ank- F hecause the recipient himself had no 
L the title; and it was pointed out that this 
mpt- is the general rule unless there are 
tax. B certain elements in a particular case 
of this kind whereby the original 
grantor who places the deed in escrow 
at of is estopped to assert his rights. 
1 to 
. the A Ruling on Holidays 
d in From Rhode Island comes a curious 
per- echo of the bank holiday in March, 
1933. A tract of real estate was sold 
ower at public auction under a power of 
cor- sale contained in a mortgage, the sale 
ledge § being held at twelve o’clock noon on 
note # March 4, 1933, in accordance with the 
sent- required legal advertising. That day 
rmed was declared a bank holiday by the 
Lope- acting governor of the state. 
mm m Thereafter an action was brought 
filed by interested parties to have the sale 
set aside on the ground that it was 
2,400 held on a bank holiday. There was 
the no allegation of fraud or bad faith in 
done connection with the sale. 
ower The court, citing cases from various 
oney states, found that mortgage foreclosure 
ower sales and judicial sales are not invalid 
punt. by reason of being held on a bank 
» the holiday unless expressly prohibited 
ses by statute. 
ip 
bank 
. the 
it Robbery Insurance 
hes (From page 17) for 6 bank robberies in 
asie three months with losses of $140,000. 
pan Pennsylvania, with a good state police 
wer’s System, accounts for 35 robberies in 
- a the last few years amounting to 
‘tors $109,000; New Jersey had 14 holdups 
costing $104,000. Bandits are now 
. rule active all over the country. Consider 
Bank the following dry figures, if you will. 
it is The latest statistical experience shows 
into that for calendar years 1932 and 1933 
plied the countrywide bank robbery losses 
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amounted to $2,262,910 of which 
$425,668 occurred in the 25 states just 
mentioned. A sizable amount with 
every indication that it will grow. 
However, the banks and insurance 
companies are in a more fortunate 
position now than in past years. They 
have at hand a forcible weapon for 


Georgia, Kentucky, Maine, Maryland, 
reducing bank robbery losses which 
may now be applied before conditions 
get out of control. So, effective 
April 30, 1934, the plan was applied 
to new and renewal bank robbery 
policies in the remaining 25 states of 
Connecticut, Delaware, Florida, 
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TIMELOCK 
PROTECTION 


READ THE ARTICLE ON BANK ROBBERY in 
this issue and it will tell you why you need both 
Night Timelock and Delayed Movement Timelock Protection, 
no matter what other devices you may have in your bank. 


WRITE THE MOSLER SAFE CO. for full information about 
Electrically-Controlled and Manually-Operated, Automatic 
Delayed Movement Timelocks. 





We can furnish you with Safes, Chests or Lockers equipped 
with Delayed Movement Timelocks, or we can apply them 
to your present equipment. 


There is a MOSLER Delayed Timelock for every need. 


THE MOSLER SAFE CO. 


Manuyacturers of SAFES AND VAULTS 


FACTORIES ° . HAMILTON, OHIO 
NEW YORK PHILADELPHIA LOS ANGELES 
CHICAGO PITTSBURGH PORTLAND 
BOSTON KANSAS CITY DALLAS 


AND OTHER PRINCIPAL CITIES 
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IF YOUR CUSTOMERS OWN 
OKLAHOMA FARMS 






Most Bandits Know Better Than 
to Take a Chance With PADUA 


In the few cases where hold-up men were . 
foolish enough to make raids on Padua- OKLAHOMA CITY 
protected banks, they have been inter- 
rupted in the work by the arrival of the 
police. The wise 
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bandit will not even | 
tackle a bank with 
Padua Foot 
installation. 
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Lift of foot sets off the alarm 


| 
PADUA Hold-Up Alarm Corporation | | 
128 Seneca Street Cohoes, N. Y. 


REACHES MORE BANK OFFICERS 
EVERY MONTH THAN ANY 
OTHER BANKERS’ PUBLICATION 
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Massachusetts, Michigan, Nevada, 
New Hampshire, New Jersey, New 
York, North Carolina, Oregon, Penn- 
sylvania, Rhode Island, South Caro- 
lina, Texas, Utah, Vermont, Virginia, 
Washington, West Virginia and Wyom- 
ing, and the District of Columbia, but 
was not applied to outstanding policies 
as was done in the other states because 
the situation as yet does not seem to 
warrant it. 

It is not claimed that a perfect 
defense against bank robberies has 
been found. The scheme can be 
circumvented. In some of the smaller 
towns the holdup men, well equipped 
with machine guns and apparently 
fearless of the police officials, have 
waited 15 or 20 minutes for the time- 
lock to run down. This has proved 
the exceptional case, because in most 
robberies a quick getaway is important. 

An actual case is on record where a 
lone robber held up the two employees 
of a bank and sat down to await the 
operation of the timelock. He took 
care of two customers in stride and 
departed with his loot. During his 
wait the suspicions of some of the 
townsmen had been aroused and it 
wasn’t long before the bandit was 
overtaken and the loot recovered. The 
holdup man doesn’t relish any delay. 
There should be at least 30-minute 
delayed opening, wherever possible. 

The banker must understand, and 
thoroughly instruct his employees, that 
extreme caution is necessary in han- 
dling the bank’s money. The insur- 
ance policy states that the above 
outlined plan will be followed by the 
banker and his employees. If anyone 
is careless the policy provisions may be 
breached. 

The cashier of a small town bank 
opened up in the morning and took 
$5,500 in cash from the vault, placing 
it on his counter. He intended to put 
$4,000 of this in a timelocked safe but 
at that time a customer came in. Just 
afterwards the holdup men arrived 
and took the entire $5,500. The policy 
permitted $1,500 counter cash and the 
bank stands to lose $4,000 because its 
employee either was not _ properly 
instructed as to handling the money 
or deliberately violated his instruc- 
tions. An insurance contract does not 
entitle the holder to be careless —its 
provisions must be understood and 
lived up to by both parties. 

Banks having bandit-resisting en- 
closures, robbery tear gas systems, 
and holdup alarm and_ protection 
systems, which are properly certificated 
by Underwriters’ Laboratories, are 
exempted from the limitation plan. 


| The institutions having this protection 


would do well to use the day timelock 
voluntarily, because the device which 
offers 100 per cent protection against 
robbery is not known today. 

The early morning holdup situation 
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CONTINENTAL ILLINOIS NATIONAL 
BANK AND TRUST COMPANY 
of CHICAGO 


A more than routine banking 
service to correspondents 





























is not helped much by this plan but it 
can be improved by the banker him- 
self. Why not have the night timelock 
release at 10 o’clock instead of 7 o’clock 
or thereabouts. The bandits won’t 
wait around at this hour. Your insur- 
ance company will arrange without 
additional charge for keeping enough 
money outside the timelocked safe or 
vault so that you can carry on business 
until 10 o’clock. It’s a question of 
educating the underworld. They know 
that it is useless to try to make you 
open the vault at night—they will 
soon learn that it is equally useless in 
the early morning. 

The daily papers clearly show just 
what the present day crime conditions 
are. The citizens cannot sit back and 
rely on the police authorities entirely. 
We must do everything possible to aid 
them. Money is the lifeblood of the 
organized gangs —their source of sup- 
ply must be shut off—and robbing 
banks is fruitful for them. 

Insurance rates are of direct interest 
to the banker—he wants them kept 
as low as possible. In the above 
hamed 23 states comprising rate terri- 
tories 3 and 4, the rates are much 
higher than for the remaining 25 
States because the losses. have been 
greater. Losses are directly reflected 
In the rates. Here’s an opportunity 
for the banks to co-operate with the 


insurance companies to defeat the 
holdup man. The banks make a 
direct saving because an additional 
premium must be paid after each loss 
to reinstate the insurance on the 
amount of the loss, and if the losses 
are reduced there will be no need for 
further rate increases. 

It’s just another case where the 
insuring public should co-operate with 
the law enforcing authorities and the 
insurance companies in a common 
endeavor to prevent the tremendous 
economic losses suffered each year at 
the hands of the underworld. United 
we all save; divided we pay the bandits. 


A Stub for Cashier’s 
Checks 


(From page 14) trouble of a line building 
up before the draft window while a 
worried employee fans through several 
hundreds, or even thousands, of check 
credit slips in a hectic endeavor to 
find the needle in the haystack. 

Not all of these difficulties dis- 
appeared, of course; there still exist 
the vagaries of human nature to cause 
troubles. Only today a girl from the 
draft window told me they had con- 
cluded a search which had been going 
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on at odd moments for a couple of 
weeks while the inquirer telephoned 
or stopped in to spur their efforts. 
Today he came in, watched the em- 
ployees hunt for a while, and suddenly 
snapped his fingers after the fashion 
of the man who remembers where he 
left his umbrella. “Huh! I didn’t get 
that check here, I got it at the National 
Bank of Detroit!’ he exclaimed and 
hurried out to renew his inquiry —at 
the right place this time, we hope. 

The stub system was adopted 
entirely for our own purposes, to 
simplify the searching and reduce it 
from hours to seconds. But we have 
recently learned through customers’ 
remarks that they are putting the 
stub to good use. Most people have 
learned from buying postal money 
orders the orderly habit of writing on 
the back of the postoffice stub the 
name of the payee and other pertinent 
information. So, to our surprise, we 
find they are doing exactly the same 
with the stubs off our cashier’s checks. 
They then pin or clip the stub to the 
statement or correspondence and file 
it away. Most of the stubs which 
now come in with inquiries carry these 
notations. And a considerable number 
of the people who buy our cashier’s 
checks confess that they come to us 
because of the added convenience of 
having the numbered stubs. 
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you spend 
$9.00 a year 
to save 

$7.00 a month? 


F you use 1000 sets of six-part loose forms 

a month, you are wasting $7.00. It 
requires $7.00 in time of a $20.00 a week 
stenographer to insert and remove the carbons. 


You can save this waste by using the Egry 
Speed-Feed for all form work in your bank— 
for Note and Demand Loan Interest notices 
in the Loan and Discount Department; 
Collection notices; Purchase and Sales tickets 
in the Bond Department; Purchase, Sales, 
Cash Receipt and Disbursement tickets in 
the Trust Department; Safety Deposit vault 
rent notices; Mortgage interest and principal 
notices; return item notices; Advices of 
Credit in incoming mail deposits; Bank Pur- 
chase orders; Payroll Checks; Advices of 
credits on income received from Securities; 
and for many other uses. 


The Speed-Feed is the modern way of efficient 
handling of bank form work; fast, accurate, 
economical. Speeds up the issuance of forms 
as much as 50%. Made to fit any standard 
make of typewriter. 


The coupon below brings you the entire story, 
without cost or obligation on your part. 
You'll find it interesting . . . and profitable. 





Manufacturers of 
Egry Speed-Feed 
Systems, Egry 
*“*Com-Pak” and 
“Tru-Pak’’ Regis- 
ter Systems. Egry 
“Controller” and 
“Tru-Feed”’ Bill- 
ing Machine At- 
tachments, and 
Printed Business 
(continuous) 

orms. 












THE EGRY REGISTER COMPANY 
Dayton, Ohio 
Tell me more about the Egry Speed-Feed. 


Name 








sales agents. Write for details. 346-BC 
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Trust Investment and Social Trends 


(From page 14) a bondholder, tend to 
become greater; the possibilities of 
profit from being a stockholder, rather 
than a bondholder tend to become less. 
This is not to say that there will not 
continue to be many profitable stock 
investments. The point is that a 
cautious investor, especially if he be a 
trustee, simply cannot afford to ignore 
the possibility of increasing social 
supervision over business. 

From what has gone before, it is 
not surprising that the record of the 
high grade bond, somewhat paradoxi- 
cally, becomes an excellent test of the 
practical value of a social point of 
view. Up to the present writing, and 
eliminating for the moment any ques- 
tion of inflation, it is a well-known fact 
that the high grade bond is virtually 
the only investment that has success- 
fully weathered the storm. To put 
the matter another way, those who 
retreated farthest from the risks of 
the stockholder, from the risks of 
regulation and the possibilities of 
profit—they are the investors who 
have their capital and their income 
intact; war, drought, famine, economic 
upheaval and political reform have 
not yet touched them. 

But not every bondholder has the 
wisdom to be content with an assured 
though modest income and a well 
preserved principal; many of them 
demand more “modern” treatment. It 
becomes of interest, therefore, to re- 
examine our high grade bond and try 
to measure its present merits. How 
will it fare against our current “bete 
noire’ —the threat of inflation? Is 
there any present application of the 
ideas we have been suggesting? 

A review of the present evidence 
tends to substantiate the claims of 
those who have held from the begin- 
ning that any tendency to look 
askance at high grade bonds and other 
fixed income bearing securities, cer- 
tainly any flight from such invest- 
ments, was premature. Admittedly, 
the possibilities for inflation do exist; 
fortunately, however, they have thus 
far been under control. Moreover, 
calm appraisers of our present situ- 
ation are every day decrying the 
frequent inclination to draw compari- 
sons between what may happen in 
this country and the extreme inflations 


in Germany and France. 
ations are not comparable. 

Let us assume, “for the purposes of 
intelligent foresight,” that the govern- 
ment will succeed, and that prices, (if 
we can determine what prices we are 
talking about) will return approxi- 
mately to 1926 levels. As it is the loss 
of purchasing power involved in such 
an upward movement of general prices 
that worries the bondholder, it is well 
to bear in mind just how much this 
loss is likely to be. 

The table below gives two indexes 
of the cost of living; one index of the 
general price level;* and two indexes 
of bond prices, one for a group of 
highest grade bonds and the Standard 
Statistics Company’s index of sixty 
representative issues. 

From the following indexes it is 
apparent that the bondholder, or the 
bond buyer, now has approximately 
25 per cent more purchasing power 
than in 1926. (We may disregard the 
gold value of the dollar inasmuch as 
the above indexes are all in internal 
prices.) The bondholder’s problem 
then is whether he shall try to preserve 
this increase in his purchasing power 
since 1926, and if so, how? 

First, let us observe that in general 
two classes of bondholders are affected, 
those with high grade bonds and those 
with medium or second grade bonds. 
The highest grade issues, as we have 
already observed, have maintained 
their prices remarkably well. The 
second grades, however, have suffered 
considerable fluctuation since 1926 
and are still well below 1926 levels. 
This means that whereas the holder 
of the highest grade bonds can put 
himself in a cash position without 
loss, the holder of second grade bonds 
must first suffer a loss of principal 
before he can get cash for reinvestment. 
Incidentally, this is a point of particu- 
lar interest to trustees. The problem 
for the second grade _ bondholder, 
therefore, is slightly different from 
that which confronts either the high 
grade holder or the investor with fresh 
cash. He has more purchasing power 
than he had in 1926, but if he fears to 
have it diminished, he must carefully 


The situ- 


*Now comes a new study by Bassett Jones, ‘‘Horses 
and Apples,” designed to show that even our index 
numbers are wholly unscientific. 








Cost of Living (National Industrial Conference 


Board) 


Cost of Living (Bureau of Labor Statistics) 


General Price Level (Snyder’s Index—Federal Re- 


serve Bank) 


(1) December 31, 1933. 


**Latest available at time of writing. 


1926 Depression Low January** 
Average Figure %Declined Average 
5 Oe 103.8 71.5 31% 77.5 
PES 175.2 128.3 27% 135 (1) 
br MeO 171. 123 28% 133 
ne ben see 92.7 84.4 9% 100.7 
(3/21/34) 
se laeeaataal 97. 75.4 22% 95.3 
(3/21/34) 
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bank with an 8l-year record of dependable service 
throughout all the ups and downs of an errant business 


cycle. 


Wisconsin are First Wisconsin correspondents. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


OF WISCONSIN 


The First Wisconsin National Bank 
was founded May 2, 1853. Today 
this bank is the largest in Wis- 


a <weooeeeP" ~consin, an outstanding commercial 


More than 80 per cent of all the banks in 
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consider whether the medium into 
which he transfers his funds is likely 
not only to maintain his present pur- 
chasing power; but also to make up 
the loss incurred in the transfer. 

It follows that the sale of bonds, 
whether high grade or low grade, for 
the purpose of purchasing stock, or 
the selection of stocks over bonds for 
the investment of fresh funds, neces- 
sarily presupposes a belief that stocks 
will be the better investment at 1926 
price levels, that they will make dis- 
bursements sufficiently larger than at 
present to offset at least a 25 per cent 
reduction in the buying power of the 
dollar, and that they will compensate 
the holder of second grade bonds who 
sells his bonds in order to buy stocks 
for the loss he now incurs in the trans- 
action. This may not be an unreason- 
able, but it is certainly a_ sizable 
expectation. It may be fulfilled, that 
is something no one can foretell, but 
itseems worth remembering that prices 
and dividends depend after all upon 
earnings, and that corporate earnings, 
no less than investor’s buying power, 
will be measured in devalued dollars. 
_ With the above facts in mind, it is 
Interesting to observe the market 
behavior of bonds, both in this country 
and in England, since both countries 
abandoned gold. British prices are 
Mentioned, not because there is any 
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We maintain an active market in all 
issues, including Certificates of Deposit 
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exact parallel between the situations 
in that country and in this, but 
simply because British experience also 
is instructive. 


THE prices of bonds have advanced 

sharply in both countries. In this 
country, there has been not only a 
substantial advance in highest grade 
bonds, the ones generally thought to 
be most vulnerable to threats of 
inflation, but the advance in medium 
grades has actually exceeded the 
advance in the cost of living index of 
the National Industrial Conference 
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Board, and has approximately equaled 
the advance in the wholesale price 
index of the Bureau of Labor Statistics. 
The movement of the United States 
government bonds has closely paral- 
leled that of the other highest grade 
bonds indicated above. In 1926, for 
example, the yield on a group of long 
term United States government bonds 
was approximately 3.77 per cent, 
against a January, 1934 yield of 3.43 
per cent; the yield on short term 
governments has moved from 3.25 per 
cent in 1926 to substantially less than 
per cent. (See page 29) 
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ELIMINATES NEEDLESS MOTIONS 





Burroughs prints ciphers automatically. 
Thus, almost one-third of the work is 
done without touching a key. 
















You touch 4.67 on a Burroughs with one 
stroke—not three. You touch 5,870.00 
with one stroke—not six! 


FASTER SUBTRACTION obs 


: ; ; : To subtract, merely touch the subtract 
Try this new Burroughs. You will like its speed . . . its simplicity . . . its ease of bar. To add, touch the adding bar. Each 
operation is fast and simple. 


operation. Watch it handle almost one-third of the average work automatically 
. . . see how much easier and faster you can list and add amounts when you 
take advantage of the short cuts offered by the full visible keyboard. Remember, 
too, these important features are offered in more than 90 different Burroughs 


models. There is a size and style for your particular needs—at a price surpris- 


ingly low. Send for descriptive folder. a as 
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(From page 27) These observations seem 
to indicate at least two conclusions: 
First, that we are merely repeating past 
experience in witnessing the tendency 
of all prices, prices for securities of all 
classes, as well as wholesale and retail 
prices, to move together in the same 
general direction when signs of re- 
covery from a great depression are 
apparent; and next, that our investors 
are beginning to realize that a return 
to 1926 prices will not involve any 
insufferable hardship. If it is argued 
that we have devalued the dollar by 
approximately 40 per cent, not by 
25 per cent, we might remember that 
it is not yet demonstrated that prices 
rise by the exact amount of the 
devaluation; in fact, according to 
various economists, there is impressive 
evidence to the contrary. 


[F it is argued that the inflationary 
effects of our present policies may 
eventually get beyond control, and 
that prices may conceivably go far 
beyond 1926 levels, we should not be 
too quick to assume that stocks will 
prove a definite and permanent protec- 
tion against the hazards of a progres- 
sively depreciated currency and indefi- 
nitely rising prices. Unfortunately, 
insufficient study has been made of the 
history of trust investments and vari- 
ous other classes of securities during 
the periods of inflation and devaluation 
in France and in Germany. There 
is some evidence that certain classes 
of stocks did for a time afford a 
measure of protection against the 
depreciating mark and franc, but 
usually, when an extreme inflation 
finally brings complete demoralization 
to business, there is damage to the 
stockholder as well as the bondholder, 
and it is difficult to say that one has 
any definite advantage over the other. 

It is perhaps well to make one other 
observation. The market behavior of 
bonds over recent months may indicate 
that investors have at last realized 
that there is no reason why any one 
should assume any necessary or in- 
herent right to the permanent enjoy- 
ment of his present purchasing power. 
Those who blandly assume that they 
should forever enjoy the increase in 
purchasing power they have acquired 
since 1926, bear a curious resemblance 
to those who expected their stocks to 
femain on the “permanently high 
plateau” they had reached in 1929. 
If they can preserve this increased 
purchasing power all well and good, 
but no one owes it to them. Moreover, 
for long periods before our present 
troubles arose, while we were firmly 
anchored to the old gold standard, 
the dollar varied considerably in its 
purchasing power. Yet we recall no 
particular agitation, certainly no seri- 
ous criticism of trustees, because of 
this fluctuation. 




















There is a final point of considerable 
importance to trustees, but unfortu- 
nately one concerning which there is a 
most inadequate amount of informa- 
tion. It concerns the average duration 
of a trust. The proponents of stocks 
as long term investments contend that 
the gradual increase in stock values 
with the normal growth of the country 
is an effective protection against 
diminishing purchasing power over 
long periods of time. Admitting the 
force of this argument, which so far 
seems to be mostly an argument, 
rather than an_ established phe- 
nomenon, we have already tried to 
indicate certain influences which may 
be operating more potently in the 
future to reduce its effectiveness. 
Nevertheless, in the face of these 
longer cyclical movements which we 
have observed in the past, it would be 
helpful if we could know more than we 
do know about the life of a trust. 
Some trusts have continued for thirty 
or forty years, others for only a few 
years. However, an_ investigation 
recently made among several of the 
larger New York trust companies 
brought out the surprising fact that 
the average life of the trusts examined 
was around ten to twelve years. If 
this result can be taken in any way as 
a guide, we have fresh light on the 
whole question of fluctuating purchas- 
ing power and the problem of the 
trustee. The shorter swings become 
more important than the longer, and 
as the preponderance of opinion among 
trustees, certainly the weight of legal 
opinion, still inclines to the view that 
preservation of the trust estate means 
preservation in dollar value, the dem- 
onstrated price stability of high grade 
bonds over reasonable periods of time 
takes on a new importance. 

Meanwhile, as we move along our 
way, the uncertainties are great. Let 
us suppose that we are all agreed that 
we shall not repeat, or even approach, 
the experience of France and Germany, 
and yet that those who fear evil 
results from our present program may 
prove to be right. What might those 
results be, what do the critics of the 
President’s policies have in mind when 
they warn against the perils of infla- 
tion? If they have in mind a repeti- 
tion of the sort of credit inflation we 
witnessed in 1929, followed by a subse- 
quent collapse, (and this is by no 
means inconceivable) then by ll 
means they are entitled to be listened 
to. Furthermore, if that experience 
should be repeated, those who have 
been acquiring stocks are acquiring 
the risk of deciding the proper time to 
sell them, and if our experience of the 
past five or ten years is any guide, from 
the observations we have already made 
we can guess the type of investor who 
will come through unscathed. Being 
unable to see the way (See page 32) 
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RENDEZVOUS 


of PITTSBURGH’S 
SMART SET 


Two famous restau- 
rants, a tap room, 
a cafeteria, a roof 
garden decorated by 
the late Joseph 
Urban, the Conti- 
tinental Bar, the 
Halter and Hurdle 
Room, and famous 
dance orchestras 
provide a variety of 
opportunities for food, drink and en- 
tertainment at a wide range of prices. 
Rooms are cozy and elegantly fur- 
nished, rates reasonable. Centrally 
located, a few steps from any- 
where. 
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Progressive 
Bankers ! 


BE FIRST WITH 
THE LATEST— 
NOW 


INSURED DEPOSIT 
PASS BOOK* 


Depositors appreciate this new serv- 
ice. It inspires confidence in your 
bank. This new style pass book has 
the policy form clearly printed in front, 
where it is easily seen. 

Give YOUR depositors this new 
service. Let them actually see and 
know how they are insured against loss. 

Bring in new depositors by being 
first in your city to have Insured 
Deposit Pass Books. 


Write for Samples and Prices. 


R. C. O’HAIR 
‘2712 S. Wabash Ave. Chicago 


*Copyrighted, 1934, by R. C. O'HAIR, Chicago, Il). 











R. C. O’HAIR, 2712 Wabash Ave., 
Chicago, Ill 


Please send samples and prices on the New 
Insured Deposit Pass Books to 
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Electric Calculation} 
to many kinds| ; 


Faced with a greater volume of figuring than 
ever before, banks are saving time and reduc- 
ing mental fatigue by using Burroughs 
Electric Calculator. The numerous applica- 
tions of this machine include: 


Figuring and checking savings interest 


Figuring float 


Analyzing accounts 


Determining average collected balances | 
Figuring service charges 


Figuring and checking interest on notes, { 
bonds and mortgages d 





Burroughs Electric Calculator is fast and easy 
to operate. A light touch actuates the motor 
and the motor instantly completes the 
operation. Investigate this machine to see 





A DUPLEX how it speeds and simplifies figuring. Call 
CALCULATOR the nearest Burroughs office for a complete 
Has all the features that make demonstration. 


Burroughs Electric Calculator so 
remarkably speedy and efficient— 
plus an extra accumulating regis- 
ter and a new, fast means of sub- 
tracting. It makes recapping a 
by-product of the original figuring, 
thus eliminating the separate 
operation ordinarily required for 
recapping. 
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ASK FOR A 
DEMONSTRATION 
Note These Features: eat Sanne 
Light, uniform key touch SERVICE CHARGES 


‘9 key depressed as easily as the ‘1’ 
Each key always registers its full value 
Easily operated; motor does the work 
8B Clearing bar instantly clears the dials 
6 Dials are large and figures legible 
Easily carried to any desk 
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CANADIAN NOTES and COMMENT 





OWNERSHIP OF BANK OF CANADA 


A controversy has arisen in Canada 
over ownership of the Bank of Canada, 
the Dominion’s new central bank. 
The act providing for its establishment, 
as submitted to parliament, stipulates 
that $5,000,000 in capital stock of the 
new institution be offered to the 
public. Shareholders are each limited 
to fifty of the $100 shares and cannot 
be directors, officials or employees of 
the chartered banks. Critics of the 
act believe that the stock should be 
held by the government. 

There is a considerable body of 
public opinion in Canada which is 
opposed to the government participa- 
tion in banking and they point out 
that Canada’s experience in govern- 
ment sponsored banks has not been a 
happy one. It is recalled that the 
first government sponsored bank in 
Canada, The Bank of Upper Canada, 
founded in 1821 failed in 1866 after 
becoming hopelessly involved in poli- 
tics. History shows that the greatest 
liability of the bank was its connection 
with the government. The govern- 
ment was the owner of a fourth of its 
stock at one time and was authorized 
to appoint four of the fifteen directors. 
Breckenridge, Canadian bank historian 
of that period, in citing the reasons 
for its failure says: ‘There is no doubt 
that the government, of the years in 
which The Bank of Upper Canada was 
still solvent, having the bank at its 
mercy in consequences of the heavy 
indebtedness to the treasury, abused 
their position and compelled the bank 
to make many advances for political 
reasons which resulted in heavy losses.” 


WHAT CANADIAN BANKS DID 


Representatives of Canadian char- 
tered banks, appearing before the 
banking and commerce committee of 
the House of Commons, have given a 
good account of themselves. Their 


Trust Investment and Social 


(From page 29) Clearly, is not the wise 
man he who places himself where he 
will not be seriously damaged if we suc- 
ceed, and where he is least vulnerable 
if we fail? In short, our very uncer- 
tainties seem to plead the case for 
bonds. 


Now there is nothing startling in 

these remarks, yet some will find it 
easy to disagree. We have simply tried 
to ponder for a moment, in the light 
of present developments, the problem 
of a trustee as that problem used to be 
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evidence has clarified the position of 
the banks in the eyes of the public. 
Bankers who have given testimony at 
the time of writing include Jackson 
Dodds, general manager of the Bank 
of Montreal and president of the 
Canadian Bankers Association, H. F. 
Patterson, general manager of The 
Bank of Nova Scotia, S. H. Logan, 
general manager of the Canadian 
Bank of Commerce, and Morris W. 
Wilson, vice-president and _ general 
manager of the Royal Bank of Canada. 

Mr. Dodds, appearing in his capacity 
of president of the Canadian Bankers 
Association, stated that Canadian 
banks had, since the autumn of 1929, 
contributed toward protecting deposi- 
tors and conserving the assets of bor- 
rowing clients by: 

(a) Encouraging private borrowers 
to get their inflated position within 
manageable figures. 

(6) Urging upon commercial bor- 
rowers the necessity of reducing their 
costs so as to enable them to weather 
the period of decreasing business. 

(c) Carrying numerous customers 
through the period when their assets 
securing bank loans shrank to appreci- 
ably less than the amounts of the 
relative loans, and in some cases are 
still doing so. 

(d) Continuing, in spite of the 
unpopularity of such advice, to impress 
upon public bodies the necessity for 
balancing budgets. 

(e) Carrying farmer borrowers who 
were unable to repay advances and in 
many cases granting them additional 
assistance, it being the long established 
policy to show first consideration to 
farmers and other primary producers. 

(f) Not reducing bank salaries until 
two or three years later. 


understood, and as a recent creator of 
a trust clearly stated it—as the busi- 
ness of “preserving and distributing” 
the fortune which he himself had 
““made.” We have tried to stress some 
of the factors which should be con- 
sidered by those who have been too 
hastily tempted to shift the emphasis 
away from bonds. There is nothing 
dogmatic about the views here ex- 
pressed and time may show them to 


be wrong. Yet they proceed from a’ 


belief that there is still substantial 
comfort for those who prefer and those 





(g) Its action on interest rates. In 
May 1933, the interest on savings 
deposits was reduced by one-half of 
1 per cent and the benefit of this 
reduction was passed on to govern- 
ments, municipalities and to borrowers 
against high grade securities and 
government refunding at a_ lower 
interest rate was similarly facilitated 
thereby. 


SHORT-TERM MONEY MARKET 

Development of a short-term money 
market in Canada is seen as a result 
of recent financing by the Dominion 
Government. The government recently 
disposed of $15,000,000 in treasury 
bills by tender selling in lots as low as 
$100,000 at the lowest cost for short- 
term financing in its history. The two 
series were disposed of at an average 
cost of 2.41 and 2.71 percent. Finance 
Minister Rhodes intimated that the 
government would continue the same 
methods for short-term requirements 
and that the machinery of the Bank of 
Canada when established might be 
used in future financing. 


ROYAL BANK FELLOWSHIP 

Every year the Royal Bank of 
Canada offers a One Thousand Dollar 
Fellowship for the best essay sub- 
mitted on one of a number of specified 
topics by a student of a Canadian 
university. A young University of 
British Columbia student was success- 
ful in winning the prize this year fora 
paper on “The Restoration of Inter- 
national Movements of Capital.” 
Second, third and fourth places went 
to students in Manitoba and Ontario. 
The judges were Dr. Oscar D. Skelton, 
Under-Secretary of State of External 
Affairs and W. C. Clark, Deputy 
Minister of Finance. The ‘Royal’ 
Fellowship is regarded by Canadian 
students as one of the premier honors 
in the field of economics. 


Trends 


who are necessarily restricted to the 
most conservative forms of invest- 
ment, and they endeavor to show that 
one is not necessarily an intolerant 
reactionary merely because of a prefer- 
ence for conservative practice. They 
also attempt to suggest a method of 
approach to the investment problem 
which perhaps has been insufficiently 
used; one which may deter us from 
running after false gods, and help to 
save us from being the sort of practical 
men who only repeat the errors of their 
forefathers. 
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